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ABSTRACT
A PRODUCER SURVEY ON TURKISH FURNITURE INDUSTRY
EMİR POLAT ÖGÜN 
MBA Thesis
Supervisor: Assist. Prof. Murat Mercan
Turkish furniture industry has been growing steadily since the liberalization of Turkish 
economy in early 1980’s. However, the industry faces some technological and 
economical problems which affects the competitiveness of the firms in the global market. 
The major problems of the firms in the furniture sector is availability and quality of raw 
materials, and the productivity of labor. Turkish furniture manufacturers can be classified 
into two categories; small job-shops (workshops) and big firms. Small job-shops are 
scattered all over the country and their major market is domestic. Whereas big firms 
market their products domectically, and internationally. In this thesis we have 
investigasted Turkish furniture industry.
Keywords: Workshop, Factory, Raw Material, Quality, Technology, Productivity, Cost, 
Export, Tepe Furniture Company
ÖZET
TÜRKİYE MOBİLYA ENDÜSTRİSİ ÜZERİNE NİTELİKSEL 
ÜRETİCİ ARAŞTIRMASI
EMİR POLAT ÖĞÜN 
MBA TEZİ
Tez Yöneticisi: Yrd. Doç. Dr. Murat Mercan
80' li yıllarda başlayan pazar ekonomisine geçiş ile Türkiye mobilya sektörü hızlı bir 
değişim ve gelişim sürecine girdi. Ancak, karşılaşılan teknolojik, fınansal ve 
ekonomik problemler bu sektördeki firmaların dış pazarlardaki rekabet gücünü 
azaltmaktadır. Sektördeki en önemli problemler ham madde yetersizliği, kalitesiz ham 
madde ve iş gücündeki verimsizliktir. Bu sektörde yer alan üreticiler iki gruba 
ayrılıyorlar: atölyeler ve fabrikalar. Atölyelerin hedef pazarını genellikle yerel pazar 
1ar oluşturuken, fabrikalar ürünlerini dış pazarlarda da satmaya çalışmaktadırlar.
Anahtar Kelimeler: Atölye, Fabrika, Hammadde, Kalite, Teknoloji, Verimlilik, 
Maliyet, İhracat, Tepe Mobilya.
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1. INTRODUCTION
The furniture industry in Turkey is showing a changing and growing trend. Demographic 
changes such as increase in urbanization rate, growth of economy conjoined with cultural 
characteristics have led to an increase in demand for officc/home furniture as well as 
awareness of quality.
One of the aims of this study is to qualitatively understand the factors that have influences 
both on pre-production stages and production stages of furniture products. However, some 
quantitative measurements related with raw material production in Turkey, costs of raw 
materials, production cost of a specifically selected furniture product (panel-type bedroom 
set) and import and export volumes of Turkey have been given as evidences in order to 
uphold quantitative inferences of this producer survey.
The methodology used in this producer research is a qualitative one in the sense that it is 
concerned with comprehending the factors which sway stages before the production and in 
the production within a furniture manufacturing organization rather than measuring them. For 
that purpose, a tool was developed in the context of the study to help gather qualitative data. 
The questionnaire (given in Appendix 1) developed by Assist. Prof Murat Mercan, Graduate 
School of Business Administration at Bilkent University, has been correspondingly used in 
the survey to aggregate quantitative data with reference to the problems in raw materials, 
design of products, quality of products, manufacturing stages, marketing and exportation.
A series of individual interviews is the basic source of information for the survey. The 
flexible interview structure enabled gathering in-depth information from each respondent by 
changing the flow of interview according to their responses, thereupon covering all areas. The 
one-to-one interview structure has been remarkably availing for this qualitative producer 
survey, as businessman often tend to be interviewed alone (Gordon and Langmaid - 1988).
The minimization of highly influential peer-pressure in the Turkish business culture has been 
another advantage of utilizing individual interviews. This way, the discussion of intimate 
material has been made possible by the support of assurance of confidentiality of interview 
contents.
Sequence of interviews has started with the general managers of the companies from which 
the consummations of this producer survey have acquired, in order to encourage commitment 
of other interviewees to the research. After the general managers, the manufacturing 
managers, foremen and employees have been interviewed, with the possibility of including 
other functional managers - for instance, managers and employees from department of 
procurement - as deemed useful. In order to glance at the situation of furniture industry from 
a different point of view, the first line of management above the workers have been also 
conversed with.
The interviews intended to last between 45-60 minutes have been endeavored to obtain 
respondent’s ideas on potential problem areas regarding raw materials, design of products, 
quality of products, manufacturing stages, marketing and exportation as well as the basic 
causes of these problems.
In the texture of the overall furniture industry, Turkey has considerable capacities for 
production of all types of furniture which may partly be used for increasing the export sales 
within the context of Turkish export expansion programs. In this thesis, a qualitative producer 
survey on the Turkish Furniture Industry has been concluded. The followings are the specific 
objectives of this survey;
- Identify and broadly evaluate the situation of Turkish Furniture Industry with regard to 
problems in raw materials, design of products, quality of products, manufacturing, marketing 
and exportation.
- To recommend the type and the scope of remedial actions, which the firms should lake into 
consideration, in order to eliminate the important bottlenecks both in pre-production and 
production stages of furniture manufacturing.
So as to be able to give some comparisons both in production programs and capacity 
utilization, 1 have chosen some main manufacturers located in central and western part of 
Turkey (especially around Ankara). Seven companies have been selected and visited for that 
purpose. One of them is the Tepc Furniture Company. That is the particular case study of this 
producer research. Tepc Furniture Corporation is one of the biggest furniture manufacturers 
in the Turkish furniture industry. Tepe Furniture is a part of a larger group established in late 
1960’s. The fields of activity of the group consist of manufacturing all types of furniture, 
kitchens as well as door carpentry, construction and cement aided panel production. Based in 
Ankara, Tepe Furniture operates in a site with 100,000 m  ^open and 40,000 m  ^ closed area. 
Its products, made of materials that are not dangerous to human health, are modular and can 
be separately bought. It offers a one-year warranty for its products against manufacturing 
defects. It has recently completed a reorganization and change phase. During this phase, Tepe 
has redefined its functions such as production, marketing and distribution, etc..
With this thesis 1 have also aimed to present the current situation of Tepe Furniture 
Corporation’s abilities and disabilities and extent of current production problems and 
potential areas within the furniture industry. In respeet to that intent, in chapter 8 ,1 will give 
an analysis of present situation of the Tepe Furniture Co., Ltd and the industry structure of the 
Turkish Furniture Industry. This analysis contains a Porterian framework of competitive 
advantage analysis, SWOT analysis and some related perception maps (Porter, 1988) for Tepe 
Furniture Co., Ltd.
2. GENERAL INFORMATION ON THE 
FURNITURE INDUSTRY
2.1 Profiling the Industry
riie furniture industry in Turkey is witnessing a changing and growing trend. Demographic 
changes such as increase in urbanization rate, growth of economy conjoined with cultural 
characteristics have led to an increase in demand for office/home furniture as well as 
awareness of quality. The growth of the construction industry has also been influential on the 
furniture industry. The domestic furniture market is estimated to be around TL 8 trillion (SPO 
annual economic report, 1994).
The demand for furniture shows a seasonal trend. Sales are usually at their lowest level in the 
first quarter of the year. Demand for door carpentry and other construction related with 
woodwork increases with spring due to initiation of construction season. Home furniture 
demand upsprings with increasing marriages in the third quarter and so does the demand for 
kitchens.
Workshops are estimated to meet half of the domestie demand in Turkey. The workshops, 
most of them settled down mostly in the Siteler area in Ankara, have limited capacity and arc 
quite labor intensive with quality problems. Meanwhile, large furniture manufacturers have 
been augmenting their presence in the market. Customers seeking high quality, competent 
after sales service and different designs have strengthened the position of these large 
manufacturers. Imported furniture have also found an increasing demand in Turkey due to 
above reasons.
In Turkey furniture produetion is realized both by workshops and industrial type 
manufaeturing units, hereinafter will be referred as “large manufacturers” or “factories”. 
Workshop type production has a long history whereas most of the existing factories have 
been installed after 1975.
There is no real statistical data about the total capacity and production output in the furniture 
sector.
The workshop owners are members of the “Federation of Woodworking and Artisans and 
Small Industries”. The federation estimates that there exist more than 50,000 furniture 
manufacturers in the whole country. There are continuous inlets and outlets to the lurniturc 
industry and also artisans not registered to the federation.
The workshops are mostly accumulated in Siteler-Ankara, İnegöl, Istanbul and Eskişehir. 
Siteler-Ankara is the biggest accumulation place of those workshops employing 10-100 
workers. They are mostly equipped with domestic machinery and the working conditions arc 
generally primitive. Workshops market their products through individual furniture and/or 
department stores with which trade around 100-150 different workshops. Nearly, every 
workshop produces different style of furniture. By buying from several workshops 
department stores can supply a wide range of furniture to the householders. Large 
manufacturers, on the other hand, are constrained on the range of styles they offer unless their 
products are manufactured by FMS ( Flexible Manufacturing System ) machines which 
provides “economies of scope”. Some workshops are producing export quality furniture but 
their production capacities are low. Besides, their management and equipment layout arc 
difficult to organize them for big and continuous orders. However, there are few companies 
which realize this organization and also exports.
It is hard to estimate the total capacity utilization rate in the furniture sector. The first reason 
for that is the large number of workshops about which no information is available on their 
potential capacity and capacity utilization. I ’he second reason is the difficulty in expressing 
the output as a standard unit. Another reason may be some factories which are also able to 
produce doors and frames. As a matter of fact some factories, that were originally installed as 
furniture plants, have began producing doors and frames. These factories are shifting their 
manufacturing from furniture to doors or vice versa depending upon fluctuations in demand. 
The same argument is also valid for workshops. Due to the above reasons it is hard to 
determine the capacity, capacity utilization rates in the sector and the share of the factory type 
production and its trend in the total manufacturing of furniture. Nevertheless, a practical 
approach will be proposed in the forthcoming sections and it is estimated that in 1995 yearly 
production output is around 1,597,000 sets and the factory type manufacturing is 34%.
In the furniture market, workshops are dominant. The factory products have higher prices 
relative to the workshop products. This is because workshops have nearly no financial costs, 
they are able to employ workers without paying insurance premium. Moreover, their 
overhead expenses are lower than that of large manufacturers. Although the capacity 
utilization rate of factories are high during the last 5 years, the department stores are reluctant 
to sell factory products. In the sector there are more than 20 factories but only 3 of them have 
established retail outlet chain all over Turkey. They are, namely, Kclebek, Tepe and 
Koleksiyon. Many of the large manufacturers are in the stage of building up their domestic 
marketing organization. However, some of them neglect the domestic market in favor of the 
export activities.
Since the workshops are dominant figures in the furniture industry the technology used in 
manufacturing is generally old ( labor intensive ) and insufficient. But, during the last 10 
years rapid urbanization has been taking place one can see that huge demand for home and
office furniture has come to the scene. As a result, large and big workshop producers has 
developed their production teclmology toward mass production to keep up with the increasing 
demand. This has also resulted in increased number of factories employing mass production 
techniques. Today furniture production exceeds the domestic demand, therefore, factories 
orients their production to foreign markets. Nevertheless, to satisfy all the requirements of 
European and other prominent markets Turkey has to envisage the necessity of the 
standardization. Since the fledgling competition exists in the market products manufactured 
domestically suffer the lack of standardization, quality and reliability. In addition to this, 
large manufacturers cannot apply contemporary marketing techniques due to above reasons. 
Apart from these, the deficiency in consumer audit and legislation cause also lack of 
standardization.
The definition of “standard” is that it is the compromise among the experimentation, 
measurement, production and meaning. It is the application that benefits manufactures, 
consumers and economy. As this thesis is a producer survey, some important benefits of the 
standardization to manufacturers have been given;
- helps produce the furniture according to certain design and construction,
- provides appropriate quality and mass production,
- reduces number of bottlenecks and waste of time in production lines,
- increases the productivity at every stage of production,
- lowers raw material, work in progress and finished goods inventory level and facilitates 
transportation,
- lessens the cost of production,
- since it provides solidarity in production standardization diminishes the waste of raw 
materials on behalf of forests,
- promotes product based and consumer based quality,
- encourages producers to use new technologies, therefore, improves competition.
- balances the demand to and supply of furniture,
- helps build up and develop auxiliary industries,
- remedies the conflicts in manufacturing-marketing interlace,
- removes output produced with inappropriate quality and raw materials.
As a result, in order to be competitive in foreign and domestic markets and help use the 
furniture comfortably, production should begin with good sketch, predefined quality and 
standards by legislation.
As for the products ( all types of furniture ), for a period of last 5-6 years the demand for 
multifunctional and comfortable furniture including wide range of color has been increasing. 
Particularly, the buying habits tilt to modular and standard modern home and office furniture 
( here the standard means furniture produced not according to any order but in advance and 
modular is the furniture, which has ease of carry and does not cover too mueh plaee when it is 
used ). One of the main reasons for this expansion is the young people concentration (20-32 
age group) in the Turkish population. Many young eouples, who are at the point of marrying, 
prefer to have fully decorated houses with modern style furniture. This situation can be 
explained by “the emergence of first-time buyers” who represent almost 50% of the last six 
years sales. Although young couples prefer to furnish their kitchens, living and dining rooms 
with modern styled quality furniture, they are very sensitive to prices. Yet, this picture 
indicates a more optiniistie future for good quality furniture.
Another important reason for the expansion is the increase in intensive commercial contacts 
of Turkish furniture firms with their foreign counterparts. As a result, export has increased 
and led to internationalization of many furniture firms. The increased intensity of foreign 
contacts and the establishment of modern business centers have also increased the demand of 
imported furniture. People with higher incomes satisfy their prestige related demand through 
imported office/home furniture. This trend has resulted in the establishment of many Turkish 
trading firms that sell imported brand furniture.
The followings are related tables deseribing the recent foreign trade measurements realized.
TABLE 1
Furniture Imports (000 Dollars)
1992 1993 1994 1994* 1995*
Home I’urniturc 16,313 23,133 18,040 7,683 9,287
Medical & 
Surgery Furniture 3,706 4,443 1,397 492 716
Office Furniture 20,585 25,862 19,901 8,986 7,376
Total 40,604 53,438 39,338 17,161 17,379
Source: Institute of State Statistics * : January - April
I ’ABLE 2
Furniture Exports (000 Dollars)
1992 1993 1994 1994* 1995*
Home Furniture 7,859 11,787 15,972 4,629 6,384
Medical & 
Surgery Furniture 50 710 770 415 121
Office Furniture 18,387 26,514 29,605 7,628 13,440
Total 26,298 39,011 46,347 12,672 19,945
Source : Institute of State Statistics * : January - April
After the 1994 foreign currency crisis, many factories and big workshops have began to give 
priority to exports. This trend is increasingly continuing as can be seen in table 2. The 
prominent target markets for exporters are Saudi Arabia, Germany, Kazakia, Russia and
Greece. According to previous sharp lack of demand realized in 1994 the furniture 
importation has slowed down to $ 17,161,000 in the 4-month period ( for all categories). Still 
the same trend continues in the same period of 1995 ( for all categories). This is partly 
because of increased value of foreign currency. However, all types of foreign originated raw 
materials cost less than domestic ones but comparisons will be thoroughly elaborated in the 
forthcoming sections.
Moreover, many private and state owned organizations have moved into new luxury 
buildings. This has resulted in an increased interest and demand for interior design and 
decoration.
The entire furniture market is heavily dependent on the country’s economic climate and the 
housing market (construction). The market for all kinds of furniture including kitchen, living 
and dining room furniture has proved to be vulnerable during the recent recession (1994). As 
households or single persons have less money to spend by any reason, buying inclinations of 
furniture tends to be the first to be deferred. As a result, the market suffers heavily.
Furniture, whether it is used in the kitchen or any other place in the house, is an elusive 
product. It has to provide, first of all, functionality. However, that is not a sufficient criteria to 
survive in this dynamic market. Furniture, especially, is subject to the taste of the customer, 
that is influenced by fashion and trends. To be able to satisfy the tastes and wishes of the 
customers, different and innovative designs, colors and sizes are a must. In this respect, we 
can classify the furniture industry as highly dependent on fashion and trends. Consequently, 
necessary adaptation to those trends restrains the standardization in manufacturing of modern 
styled furniture.
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2.2 Organization and Personnel
The funiiturc industry which is mostly composed of small and medium scale enterprises is 
suffering from lack of organization. As the industry is composed of thousands of small, 
scattered workshops and several factories which produce furniture as the industrial product, 
this hinders the industry to develop soundly. This disorganization leads to unproduetiveness 
in subjects like capital utilization, financial opportunities, qualified manpower, use of 
technology, product quality, excess amount of imported inputs, unstable production and sale 
policies and low export agreements.
The furniture industry in Turkey is divided into two in terms of the firms which produce raw 
materials and final produet manufaeturers. Chipplates, plywood and materials for timber 
sheathing which are the main raw materials of furniture industry are produced by the firms 
that are composed of the very developed industrial organization. However, many of the final 
product manufacturing is realized in the small industry areas including workshops. As a 
result, the organizations that have adequate technology and capital which become an 
industrial organization are in a small amount and most of the furniture produetion is 
dependent to inadequate machinery and labor force.
The most important problems are the followings;
- inadequacy of raw material
- raw materials having low quality
- lack of productive and creative personnel
- necessary device and maehinery not being used or not being used as required within the 
production stage
- unbalaneed distribution of working areas where manufacturing is performed
11
The increase in prices of raw materials used in the industry affects the demand as well as 
production. The share in the family budget for furniture can only reflect the needs rather than 
the quality. So, furniture for temporary needs is preferred rather than quality furniture. And, 
on the other hand, the producer reflects the unbalanced increase in raw material prices and 
this increase narrows the production as well as purchasing power. As a result, the producer 
either dcciease the production or reduce the quality of product or the raw materials used. 
Therefore, there comes unqualified and unbalanced production.
The furniture industry, where small and medium scaled domestic enterprises arc dominant, is 
suffering in the domestic market as well as foreign market because of the rivalry of foreign 
competitors. A lot of Italian, German, French and American furniture companies are diffusing 
the market. The industry is fighting with a decline of 15% in the domestic production (an 
expert opinion from Koleksiyon Furniture). The furniture and decoration sector in Turkey is 
developing according to the English, French and Italian furniture culture rather than its own 
dynamics. The production is generally based on the imitation. The foreign companies 
entering the furniture market is starting a very serious training process as well as bringing 
rivalry and quality concept. Foreign mounters coming for the mounting of furniture are also 
training the mounting staff.
The authorities claim that although there is an increase in demand in the furniture industry the 
supply problem from which the trustworthy firms are suffering can be solved by determining 
the standards, which are reliable for industrialization and final products, and by changing the 
point of view of state to the furniture industry. On the contrary, some other authorities have 
emphasized that the only way to overcome the problems of the industry is to search the 
production, organization and marketing means existing in the developed countries and to 
establish integrated production facilities.
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The manufacturing units of furniture may be divided into two main categories:
- small workshops and joiners
- large manufacturers (I'actories)
Workshops are generally owned by one person whose background is related to the industry, 
such as architects, joiners or those having a furniture selling unit or who arc marketing 
materials related to the furniture industry. Main organizational activities are being carried out 
by these owners.
Among the seven companies included in this survey, three of them are workshops. One of 
them can be regarded as a big workshop whereas the others are of small workshops. 
Remaining four, can be regarded as factories, are industrial type manufacturers. Two of them 
belong to big holdings and the rest are independent individual manufacturers.
Cooperation with foreign companies in the form of financial partnership and/or of know-how 
basis exists in the three large manufacturers.
All the large manufacturers visited began to operate between 1969 and 1974, i.c. companies 
and their management are not as old and experienced as producers in Europe. The industrial 
type of furniture business is more or less new in Turkey. The previous experience was mostly 
acquired in workshops and selling units of furniture. Most of the large manufacturers are 
active in the marketing side and are internationally oriented. However, international 
orientation of Turkish furniture industry generally shows import inclination consisting of raw 
materials, hardware (accesories) and furniture. Whereas workshops are more production 
oriented. Most of them do not yet have enough experience to work in foreign languages 
which is a obstacle for dealing with foreign markets. Systematic planning and controlling in 
production, cost controlling and evaluation of the market trends are hardly existing at the
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workshop side. Nevertheless, a few of large manufacturers is seriously attempting to 
implement or improve the planning and control operations.
The management of furniture companies, both producers and marketers, will face more 
difficulties when compared to European ones due to lack of standardization in production. 
The problems of procurement, production, marketing, financing etc. arc reflected in the 
various chapters. These functions and problems are mastered to a varying extent by 
companies and some companies are to be admired for their performance under the prevailing 
conditions in Turkey.
In general, there is a lack of sufficient skilled and well-informed employees. Companies 
should try to fulfill at least key positions by skilled employees, sometimes recruiting them 
from competing companies. Formal training-on-the-job and partly in foreign factories would 
be advisable for most of the companies. A look at the manpower situation reveals that the 
total number of employees of the visited producers ranges from 10 to 600. The number of 
staff is between 10-40% of the total employees. It can be stated that the more internationally 
oriented companies have a staff ranging from 25% to 40%.
I'herc are no technically and market oriented publications on the furniture industry in Turkey, 
lixchange of information and creation of interorganizational domain among companies arc 
seldom and seem to be an exception. A furniture organization looking after the interests of 
wood-working and furniture industry, providing technical and market information, arranging 
seminars on practical business issues does not still exist. The establishment of such an 
organization is highly recommended for Turkey.
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3. SUPPLY OF RAW MATERIALS FOR 
FURNITURE INDUSTRY
The Ministry of Forestry has reviewed the forestry principal plan in 1983 and prepared long 
term perspective plan. According to this plan the total wealth of forests has been calculated as
966.8 million m^ . The annual production capacity of forests has been assumed to be 22 
million m . fhe 16.8 million m portion of this constitutes the raw material for industries 
based on forests. This group is commonly named “industrial roundwood” which composed 
of sawlog, pitprops, poles and industrial wood. But after a new study conducted in 1989, 
General Directorate of Forestry decreased production potential of industrial roundwood from
16.8 million m to 13 million m . Aside from the government, the private sector produces 
roundwood, primarily poplar, which has a yearly production potential of 1 million m .^ Due to 
inadequate forest roads, insufficient technical equipment and personnel. General Directorate 
of Forestry is able to produce 10-11 million m  ^ of roundwood annually. After debarking a 
yield of 70% is obtained. Sawlog is used in production of sawnwood, veneer, plywood, and in 
the construction village houses.
Realized production of sawlog and total industrial roundwood by species for 1994 is given 
below.
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Production of Sawlog and Total Industrial Roundwood ( 1994)
TABLE 3
Species Production of Sawlog 
(000 m^)
Production of total 
Industrial Roundwood 
(000 m )^
Cedar 88 106
Juniper 5 7
Pine 840 1,600
Scotspine 1,926 2,800
Spruce 149 309
Fir 384 720
Oak 113 139
Hornbeem 7 8
Beech 756 880
Poplar 12 14
Others 40 44
TOTAL 4,320 6,627
Source: General Directorate of Forestry
Among the above mentioned species beech, oak and pine are the types of wood species 
mostly used in the furniture production. There is not any variety of species in the Turkish 
woods like mahogany, teak and eherry-wood which are popular species in the world furniture 
market.
Sawnwood which is one of the main raw material of furniture is produced by private and state 
owned factories. There are nearly 7500 privately owned and 25 state owned sawnwood plants 
and sawmills which have a yearly capacity of around 11.5 million m , but the idle capaeity is 
rather high.
The yearly production of sawnwood between the years 1987-1992 is given below.
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TABLE 4 Annual Sawnwood Production
Years Sawnwood Production (000 m )
1987 3,850
1988 3,850
1989 3,800
1990 3,837
1991 3,030
1992 3,130
Source: SPO Annual Programs
Furniture factories mostly buy their sawnwood from state-owned plants mainly due to higher 
quality relative to private plants and mills. The General Directorate of Forestry has been 
marketing sawnwood by auctions. Sawnwood prices show a wide range from one auction to 
the other. Other main raw materials are boards and veneer. The production output of 
chipboard, plywood, veneer and fiberboard between 1987-1992 is given below.
TABLE 5 Annual Production of Boards and Veneer
Years Chipboard 
(000 m )^
Plywood 
(OOOm )^
Fiberboard 
(000 m^)
Veneer 
(000 m^)
1987 340 33.8 53.3 5.5
1988 415 38.6 49.4 14.3
1989 440 36.2 43 23.4
1990 352 32.2 38 21
1991 410 34 41 25
1992 400 35.5 40 24.2
Source; SPO Wood Products Committee Report
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It is estimated that nearly 70% of ehipboard, 70% of fiberboard and 50% of plywood is used 
in the furniture industry .
3.1 Situation of Raw materials and Other Inputs
In general large manufacturers and workshops have immense problems in obtaining domestic 
raw materials, with their prices and quality, which substantially impedes work. The common 
demand for better quality of the final product, especially for export purposes, sets a tough 
task for the production management.
3.1.1 Sawn Wood
Regarding solid wood, mainly beech and pine, good qualities in sufficient quantities for 
factory production are not available. On the one hand, this is based on the distribution and 
sales system where different wood for various purposes is not sufficiently assorted and 
selected, and on the other hand, fundamentally low wood quality in Turkey. Furthermore, the 
wood supply for the furniture industry is not available in the required variety and is too 
expensive in comparison with the world market prices. More complicating and quality 
reducing seems to be the transportation of wood from forest to final destination where 
numerous influences appear which substantially deteriorate the quality wood output. For 
example, long storage after logging causes parasite and fungus infestation, no expert cross­
cutting in the sawmill, unfit piling and insufficient seasoning. Infection of pine with blue 
fungus stain is far above average throughout Turkey. It is recommended to start an 
investigation for finding out where and when blue fungus stain mainly infects the wood on 
the way from forest to final product in order take remedial actions.
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3.1.2 Chipboards
In general, the low quality of Turkish chipboards is stated. They arc off-size, have 
disproportionate chips (particles), and do not have the same chip-density everywhere. Later 
on, when those are proeessed in the furniture factory, a sizing sander unit is necessary to sand 
the chipboard to the required thickness. These are further costs which need to be investigated 
besides the additional working time.
3.1.3 Plywood
Due to insufficient quality of domestic timber, plywood production mostly suffers from low 
quality. However, this obstacle is overcome by importing round timber from respective 
overseas countries ( Republic of South Africa, Moldavia, Brazil etc.) for producing high- 
quality outer ply. On the other hand, Turkish door producers cannot be forced to buy high- 
grade plywood from abroad for two reasons; first, it is needless to use high-quality plywood 
for door production since they could be made from medium-quality Turkish plywood. Second 
one is the consequence of the first one. It helps save the foreign currency.
3.1.4 Veneer
From some woods, generally beech and walnut, veneer is manufactured. Especially, beech 
veneer could be of better quality provided that the beech timber is treated with correct 
technology. Due to the faulty treatment there could be immense differences in color and 
shades in beech veneer. Also thickness deviations of veneer arc too great. In general, it can be 
said that veneer producing companies could achieve better standards and a better quality by 
correct technological treatment although raw materials are not so suitable.
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3.1.5 Lacquer
Competition in the field of lacquer manufacturing which can lead to a quality improvement is 
restricted. Lacquer can always be developed and improved. The lacquers offered are always 
different in color, mat finish and drying times. Development of new lacquers, especially for 
the needs of the I'urniture industry, takes place gradually. So, the usual lacquers should be 
improved so that in the future less lacquer is necessary. UV-lacquers and electrostatic 
lacquers have also to be improved.
3.1.6 Accessories
Hardware available in the Turkish market can often not be used for furniture production. 
I'here is no industrial design and sometimes handles are so badly debarred that fingers can be 
hurt. It would not take too much effort for producers to improve the quality of hardware. Due 
to the bad quality of Turkish hardware many furniture manufacturers are forced to buy 
hardware from abroad in order to prevent a decrease in the quality of their products.
3.1.7 Comparison of Raw Material Prices and Wastes
The following prices are based on interviews during company visits and various sources of 
ministry of forestry. Prices arc given in TL based June/July 1995 and on an exchange rates 
such as: 1$ -  44,750 TL IDM = 32,250 TL 1$ = 1.4DM
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TABLE 6 Comparison of Material Prices (1)
Material Name Unit Margin (TL)
Most
Frequent
Indication
European/World 
market average 
prices (TL)
Sawnwood
Beech 13,275,000-27,650,000 22,000,000 6,550,000
Oak m^ 15,485,000-39,000,000 30,000,000 17,250,000
Walnut m' - - 23,000,000
Pine m^ 7,080,000-31,000,000 24,000,000 7,600,000
Ashe m^ - - 8,100,000
Mahogany 3m - - 14,700,000
Teak m^ - - 26,750,000
Cherry wood m^ - - 10,670,000
Boards
Chipboard (19mm) 2m 180,000-220,000 200,000 215,000
Chipboard (16mm) 2m 185,000 185,000 188,000
Chipboard (6mm) 2m 80,000 80,000 97,400
Plywood (5mm) 2m 180,000-290,000 190,000 119,000
1 lardboard (4mm) 105,000-210,000 165,000 75,250
Veneer
Beech 22,250-55,000 40,000 56,000
Oak 82,000-400,000 275,000 188,000
Walnut m^ 82,000-400,000 275,000 310,000
Pine m' 65,000 65,000 100,000
Ashe m^ - - 142,000
Mahogany m^ - - 116,000
Teak m^ - - 322,000
Cherry wood m^ - - 370,000
Lacquer 
h'irst coat kg 100,000-130,000 120,000 68,000
Second coat kg 77,000-135,000 115,000 70,000
Thinner kg 73,000-133,000 90,000 73,000
Source: General Directorate of Forestry
(1) European/World market average prices arc for good quality and not for top quality.
For Turkey all prices are given for average quality materials. European prices are for qualities 
in the middle range of materials. The comparisons give the following results;
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A) Sawnwood
Domestic prices of beech and pine arc more 3 times (300%) higher, but those which arc 
procured from special appropriation of government in case of exports could be in the same 
price range. Some species like mahogany, teak and cherry wood are not available in the 
domestic market.
B) Boards and Veneer
Generally, it is stated that the quality of boards in Turkey is lower. For the thick boards 
(19mm and 16mm) prices are almost the same as European average prices. But the others’ 
prices arc higher than that of Europe and world.
C) T.acqucrs
fhe domestic prices are higher than European prices. Especially, the price of first coat 
(mostly used in furniture production) is about 60% higher than the European average.
The percentage of wastes for main raw materials were recorded during company interviews 
and results are given below.
TABLE 7 Percentage of Wastes and Comparisons
Material Rangc(%) Most Frequent European Turkisli/Europcan
Indication(%) Average Comparison
Solid wood 15-80 50 30 Higher
Board
Veneer
3-15 10 10 Equal
-Beech 35-50 50 25 Higher
-Oak-walnut 25-100 80 35 Higher
Lacquer
-Curtain coat 2-5 5 Higher
-Gun coat 30-50 40 - Higher
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As a result, one ean eonclude that the wastes are;
- For solid wood: 66% higher than European average
- For veneer : 100% higher than European average
- For boards : equal
- For laequer : depending upon figures a pereentage eannot be given, but, eompanies have 
stated that wastes are higher.
d’he main reasons for higher wastes in Turkey are bad handling of solid wood, lower quality 
of raw materials and lower produetivity.
It is stated that, furniture seetor is far behind Europe and that in today’s eonditions a 
eontinuous long-term export eannot be aehieved and seetor has problems like raw materials, 
teehnology, quality of man power. It is clamed that, despite the current standards of furniture, 
standard production of goods is not wide spread and the prices of products arc high in 
Turkey, because of the high costs of both quality and basic inputs, when compared with 
Europe. As can be seen above, it is observed that, inputs of raw material and substantial 
substances of furniture manufacturing are more expensive that that of Western countries. 
Authorities who mention that our standards are far behind the developed countries, also assert 
that in order to produce high-quality products, there should be losses which bring out 
expensiveness.
In Turkey, there is the problem of qualified man power and that we are following the West 
from behind in technological matters. Besides, the raw materials produced in Turkey cannot 
keep up with the Europe standards. Consequently, expensiveness occurs.
When the subject is taken into consideration from the view of automated furniture production, 
it can be seen that, the share of labor intensiveness is not low in the large scaled producers.
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Top level managers of eompanies visited, who elaim that energy and raw materials are not 
eheap in Turkey and that we do not have the reaehncss of design and style that eould lead 
world, also say that, in this kind of a situation cither the export quality or the price docs not fit 
each other so that this causes problems in international marketing.
'fticy say that, furniture sector was the most indicated sector in the past, however, today 
although it still requires indication, it is not supported. Authorities have claimed that furniture 
manufactured in Turkey used to be sent to Europe with lower prices over the Eastern Europe 
countries a few years ago. They say “the sales with low prices were prevented by the changes 
happened in these countries. Now Turkey has the chance to fill this gap. Although this is a 
slow duration, it works well. Nevertheless, since these countries have no purchasing policy 
that is a subject to be also considered serious”.
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3.2 Estimation of Furniture Production
I ’he data at hand is not satisfactory to estimate yearly production of Turkish furniture industry 
which is realized with different kinds and designs, by numerous manufacturers ( 
Estimated around 50,000).
I ’he following approach was used in estimating the yearly production and is based upon;
- average main raw material input for popular standard furniture sets
- supply of main raw materials used in furniture production
According to production techniques, wooden furniture can be classified into two categories;
1) Panel furniture sets, where main raw material is chipboard.
2) Solid wooden furniture sets, where main raw material is sawnwood or timber.
A) Production of Panel-Type Furniture Sets
Calculations are based on the following data and assumptions:
- Estimation of chipboard production by General Directorate of Forestry for 1995; 425,000 
ni  ^(an expert opinion from General Directorate of Forestry)
- 1 m  ^chipboard of 19 mm thickness: 53 m  ^( panels)
- The % of chipboard used in furniture production: 70%
- Panels used in furniture production:
(425,000).(53 m3/m2).(0.70) = Y = 15,768,000 units
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Products Share in total 
production (%)
Unit amount of panel for 
a standard set (mVset)
Bedrooms 35 22
Dining Rooms 30 16
Kitchens 20 15
Living Rooms 10 11
Wardrobes 5 8
Total number of panel type sets;
Bedrooms : (Y).(0.35/22) = 250,855 sets
:(Y).(0.30/16) = 295,000 sets 
;(Y).(0.20/15) = 210,000 sets 
; (Y).(0.10/ll)= 143,345 sets 
: (Y).(0.05/8) = 98,000 sets 
Total Sets = 997,200 sets
Dining Rooms 
Kitehens 
Living Rooms 
Wardrobes
B) Production of Solid Wooden Furniture
According to Table 3 the realized production of most often used species of wood in furniture 
production in 1994 is as follows. (I have assumed that the same values will be valid for 
1995)
Realization coclTicicnt and ratios used in production are estimates.
Species Planned production 
(m  ^of log) В C D E(m’)
Pine 840,000 0.8 0.7 0.2 94,000
Oak 113,000 0.8 0.7 0.8 50,600
Beech 756,000 0.8 0.7 0.7 296,000
Others - - - - 75,000 (estimated)
Total 515,600 nr
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B: Realization Coefficient of Planned Production 
C: Waste Coefficient of Materials 
D: Ratio Used in Production of Furniture
E: Timber Used in production = (Planned Production).(B).(C).(D)
One can assume that 30% of the total amount is used in panel type furniture and in various 
applications, remaining 70% ( 360,000 m ) would be used in solid wooden sets, mostly in 
living room sets.
r-or a standard set, assuming that on the average 0.6 timber is necessary then.
Total number of wooden sets = (360,000 ni3)/(0.6 m3/set) = 600,000 sets
Total number of furniture set estimation for 1995;
- panel type sets : 997,200
- solid wooden sets : 600,000
total: 1,597,000 sets
The above number can be increased or decreased according to supply and consumption of 
main raw materials.
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4. TECHNOLOGY AND PRODUCTION
FACILITIES
4.1 Location of Factories
The area of forest regions in Turkey is 26% (approximately 20 million hectares) of the total 
area of the country (approximately 77 million hectares). The forests are subdivided into two 
categories as good quality and bad quality. Good quality forests are situated mainly in 
northern regions (throughout the Black Sea Coast), in Western and Southern parts of 'furkey. 
Mostly, the chipboard plants are built in and (or) near the forest regions. But this is not a 
criteria for furniture factories, since the sawnwood is being sold by government and private 
offices which are dispersed in various regions. Other raw materials such as boards, veneers 
and lacquers are also procured from factories which are situated in different parts of the 
country.
Large manufacturers are generally located in the regions which have the following 
characteristics;
- big potential of demand in highly populated areas and/or in the areas where high rate of 
urbanization takes place
- in the areas where they have already furniture production facilities
- in the areas where above two reasons create combination
Locations of factories included in this survey are as follows; one in north region (Kclebek), 
one in both Marmara and central region (Koleksiyon) and the others in central region. 
Regarding the existing situation, we can say that most of the workshops and lactorics are 
located in the central and western part of the country.
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4.2 Insufficient Level of Automated Production
According to authorities the most important problem of the furniture industry is the limited 
number of infrastructure industry and the irregular increases of prices in the raw materials 
which, in turn, have distanced the domestic furniture production from the standardization and 
consequently caused the unbalanced price policies. They have added that it is their 
responsibility to positively direct the consumers who have difficulty in giving the right 
decision, facing such a schedule. At this stage producers have to consider the “before sales 
service” as important than everything as “after sales service”. For that reason, the technical 
stuff should be meticulously selected.
In order to create solutions to these problems, it is necessary that house and office furniture 
producers of a specific level in activity at the furniture industry should come together and 
form an association as it is in the textile industry. New policies must be achieved after taking 
common decision about exportation, importation, encouragement and investment matters so 
as to apply required standards and create the real sector.
Authorities have mentioned that the teclmology used in the furniture industry is still 
insufficient when compared with the European countries. However, firms that take the sector 
into consideration seriously have made investments in recent years and used the latest 
technology. They have also said that the lacking part in our county is that the furniture design 
and production planning due to seasons are not considered to be important. The amount of 
budget is not transferred to these aspects of furniture manufacturing. The reason is that home 
and office furniture production could not achieved the sector status. Substantial infrastructure 
industry investments should be increased to overcome this problem. In case the indication, 
subsidies and the regulations are provided by the government, the furniture industry will take 
its place among the important industries in Turkey as it is in Europe.
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The manufacturers have explained that the recent economic crisis, experienced in 1994, 
negatively alTcctcd the small scaled enterprises (workshops) and made the clear distinction of 
powerful and powerless producers. They have added that in the import furniture sector many 
firms stopped their activities. This stagnation period in the furniture industry was absolutely 
related to the recession in the construction industry experienced in 1994 due to foreign 
currency crisis.
All the managers of the companies visited have expressed that except two of the companies in 
the furniture industry, automated manufacturing (fabrication) could not have been achieved 
with its real means. There exist two important reasons for the situation. First, the consumers 
are not made conscious. Second, in the construction industry, the standards are not achieved. 
However, the recent developments will make the fabrication a must to start mass production, 
especially in the small scaled manufacturers. With respect to the standards, when compared 
with Europe, the furniture production is not appropriate to the standards of Europe. The most 
significant example of this is that the chipplate used in the manufacturing is not in the norms 
of E 1, which is widely accepted in the world.
They have continued their words adding that except if the furniture industry was developed, it 
would be possible to make the consumers conscious. That’s why the share of the imported 
furniture continuously increases and covers the needs in the market. Furthermore, esthetics 
and functionality are of the same importance in the design-respected products in the 
decoration. On the other hand, the use of different kind of materials like glass, aluminum and 
wood are widespread. Plastic is combined with technopolymer and its use is provided in 
every kind of furniture products.
In addition to above, decoration has been considered to be important in recent years and
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Turkey is in the beginning stage when eompared with the developed countries. Nonetheless, 
the importance of decoration increases parallel to the people’s cares about general looks. If 
we consider that Ihrniture is a very powerful industry in Europe (it is the second largest 
industry in Italy), there is no reason for this sector not to be developed in 'furkey, when 
necessary infrastructure studies are achieved with respect to both resources and geographical 
location of I’urkcy.
4.3 Production Equipment and Layout
With respect to technical equipment, some of the factories visited are well equipped with 
most progressive woodworking machinery and installations, generally, imported from West 
European countries. However, this cannot be attributed to the whole industry. Layouts arc 
generally logical according to the required processing flow. In the view of the technical 
equipment of the whole industry there do not, with few exceptions, exist best preconditions to 
manufacture rationally and profitably with high efficiency due to low rate of mechanization in 
massive line production, and bad conditions of inventory holding in production facilities.
The degree of mechanization in the field of ‘massive wood processing’, the real traditional 
part of a furniture producer, is not high yet. In the factories visited raw materials are loaded 
manually in the massive production lines.
Regarding to “processing of panels”, however, very modern machinery connected with 
transport and lifting systems are used. As chipboards can be produced in Turkey, it is possible 
to make furniture rationally in a progressive way with specifically developed mechanized 
production lines. All of the workshops visited are working with half-mechanized machinery 
because of their small size of production facilities. Yet, these machinery arc running 
economically due to low wages and low financing costs.
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Workshops are scattered over the whole country but are mainly concentrated in the area of 
Ankara. They partly use very simple technical equipment. Very often the conditions 
regarding the space and work are bad. There are usually no dust extractions and working in 
the varnishing department is detrimental to health. Many worksteps are done by hand and it is 
common that the children arc employed. Sometimes a company is specialized in producing 
just one furniture model. Besides very simple models those of a top standard are produced.
4.4 Utility Supply
Technical supply installations such as boilcrhouse, tool sharpening department, generator, 
supply of compressed air, dust extraction and air supply are not conformable to predefined 
specifications by Ministry of Industry and Trade in some factories and mostly in workshops. 
Especially, exploitation of raw material wastes, which are far above the average in Turkey, is 
not economically carried out. They are used as a source energy and/or in making the wooden 
briquettes. Tool sharpening should be handled because it improves the product quality. 
Furthermore, the techniques of air supply and extraction is not properly applied which, in 
turn, leads to dust formation, mainly in the furnishing rooms.
4.5 Production Control
The furniture production control deals with the following components;
- raw materials
- lead time
- product quality
- inventory holding and production costs
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A manufocturcr should aim to avoid the intolerable deviations in the above components. It 
should identity the reasons of problems in the above components and take remedial actions 
required by the market. Such a systematic production control does not exist yet in the visited 
small producers. The bigger companies, however, seem to have taken steps in this direction. 
Since, to some extent, a number of faults and lower quality have to be accepted (because 
there is no real choice between the materials) material control is hardly applicable in Turkey. 
For the export agreements a lot more active preselection would be advisable so that 
requirements demanded by Western markets can be met. Eventually, the reasons mentioned 
above results in importation of materials needed for high quality furniture to which they 
would export or demanded by domestic market.
The time control becomes important as the production output gets closer to capacity 
utilization limits. This is to say that there needs a good manufacturing-marketing interface. 
All the large manufacturers visited have undertaken the first steps to do the time and interface 
studies. Two companies seem to have achieved a more advanced level in these areas.
All the I'actories expressed that they have a quality control program. Main quality controls arc 
usually done in this before the lacquering process and the after the assembling of panels. 
Besides that quality controls are taking place at many individual work places between the 
lacquering and assembling. Nevertheless, it appears that the quality controls arc often not 
strong enough. A larger tolerance span is accepted (or has to be accepted because of low 
quality raw material). The educational/remedial effect of the control leaves much to be 
desired. The main reasons are, in the opinion of prominent managers in the industry, that the 
Turkish furniture industry did not face hitherto high quality requirements in the domestic 
market and that the quality requirements of foreign, particularly European ones, markets are 
not or not sufficiently known by the employers and employees. Another factor is that many of 
the workshops and large manufacturers produce a great variety of furniture which, in turn.
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makes the fixed level high quality production difficult and forces the stakeholders to accept 
internally the lower quality levels. So as to address to Western markets at least the quality 
controls for export production must be strengthened. Cost planning and control is applied to a 
limited extent, and this is mainly applicable in the large manufacturers.
4.6 Trends in the Furniture Industry
Some of the modern Turkish furniture factories are well informed of technical developments 
in the Western Europe in the field of woodworking machinery and are interested in all 
progressive technologies being use of to the Turkish furniture industry. So the following 
trends in production stage are identified;
- After the successful break-through of wood-pattern printing procedure, the imitation of 
wood could be pursued
- In order to become flexible in equipping the furniture production with various patterns and 
wood designs it is taken into consideration to buy foil laminating units which laminate 
structure-printed and lacquered paper foil on chipboard panels
- In the future more and more melamine-surfaced chipboard furniture will be in the market. 
Those surfaces arc water and alcohol-proof and even resist cigarette burns
- People are open minded towards artificial wood drying. This is an extensive field to be 
worked on
- New equipment (Flexible Manufacturing Systems) will be installed for the production of 
panel line furniture, particularly, kitchen furniture
- The capacity of hand-carved style furniture will be increased, mainly for export purposes
- The performance of new furniture plants will be increased after overcoming start and sales 
obstacles
- Technical education, preparation of work and costing will become more effective
- Production ratio between large manufacturers and workshops will be altered in favor of the 
factories
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5. EVALUATION OF PRODUCTS
Basically, the Turkish furniture industry has to work intensively in the field of design and 
quality of the products. Especially, training in quality is necessary.
5.1 Design of Products
As in a number of other products, furniture is also continuously subject to fashion. Designers 
and marketing management of a large manufacturer are continuously testing the trends and 
tastes of the end users and in the exhibitions introduce new designs, model variations and 
improvements so as to facilitate the entrance to market. It is said that generally every 3 to 5 
years a substantial change in furniture style takes place. In Turkey there is a traditional design 
of furniture style which largely remains almost the same. But recently this has been subject to 
a certain change. Due to both saving the wood and international customers prefer light-built 
furniture many models are made a bit lighter. Besides that hand-carved style furniture is in 
great demand. Regarding modern furniture, generally made of chipboard, unit furniture and 
knock-down furniture are well assimilated in the Turkish market. The general design of this 
furniture is of low standard. It corresponds with the international fashion trends only in a few 
points. But seems to be sufficient for the domestic market. More Turkish designers, who are 
especially trained for the international markets and who arc able to develop the necessary 
design for industrial production, should work for Turkish furniture industry.
5.2 Domestic Quality
In the domestic market high quality is not demanded as much as in the foreign ones. For 
home furniture the price has the first priority. However, because of imported furniture, 
especially Italian and Danish furniture, domestic costumers have possibilities for comparison
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with the better quality in modern furniture in regard to design and the method of construction. 
The following processing steps and materials show the weak points in factory production, 
workmanship and quality;
- discolored solid wood
- bad matched veneer
- veneer joints
- faulty edge treatment
- insufficient edge sanding
- poor fitting and hard sliding of movable parts such as drawers and doors
- bad sanding of veneer and massive wood
- no soaking before staining
- insufficient lacquer sanding mainly of solid wooden parts
- application of lacquers which are viscid
- unworkmanlike mounting of hardware
- no functional form and improper attaching of accessories
It is obvious that there is much to do in the field of quality.
5.3 Required Export Quality
In order to achieve a generally acceptable high export quality much work has to done. A vital 
point is that technicians must be aware of the quality standards demanded from European 
markets. Even with Turkish raw materials, to be objected to in many ways, it will be possible 
to better export qualities after learning the necessary know-how. Importing some of the raw 
materials, e.g. hardware and veneer, would of course facilitate production of export qualities.
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6. FINANCIAL ASPECTS
Nearly, all oi' the large manufacturers and workshops arc suffering from lack of working 
capital. Due to high increases in raw material prices in the last 5 years the rate of liquidity 
(working capital) in the furniture industry is rather low. Accordingly, a manufacturer in this 
industry ought to operate with the high amount of raw materials. Furthermore, General 
Directorate of Forestry does not sale sawlog (one of the most important raw materials in the 
furniture industry) in winter period. In addition to this, the drying process of sawnwood takes 
too much time before the production takes place. Consequently, both the latter reasons force 
the producers to augment the capital spent for the inventory holding of the raw materials in 
order to compensate the need of raw material of winter season production. But this aspect is 
expedient to increases in the dependence of the firms on short and medium term bank credits 
that have not been favorable in the last 5 years because of the excessive increases in interest 
rates. Out of seven companies visited three of them could use short term credits.
Despite the above obstacles, the manufacturers dealing with export agreements have the 
chance to utilize export credits issued both by state owned and private banks before the 
agreements have realized. But the price of money offered by private banks is rather high in 
comparison with the state owned banks. Particularly, Fiximbank (Export-Import Credit Bank) 
among these banks provides reasonable interest rates for the export agreements. Nonetheless, 
large manuiacturers interviewed for this survey have complained about bureaucratic 
formalities which take lots of time so to speak the credits could not be used at the right time.
The high level managers of the producers called upon have said that most of the financial 
annoyances spring from foreign currency risks and high interest level with which the furniture 
manufacturing, in Turkey, goes with difficulties for going into substantial activities.
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Developing the domestie and foreign network marketing aetivities, for instanee, hardly 
progress and sometimes, by reason of laek of working eapital, many of the sawnwood are not 
appropriately dried which, in turn, modify the quality of the end product adversely.
6.1 Cost Predicament
In the following table, an estimation for the production cost of a 22 m panel type bedroom 
furniture set (oak veneered) both in a I ’urkish and European producer has been computed. All 
the related unit manufacturing costs of raw materials for this estimation arc the same values in 
the column of “Most Frequent Indication” in Table 6. While preparing this table, a 
comparison between Turkey and Europe, and some expert opinions for the cost items of a 
bedroom set has been given. The below assumptions arc made for the estimation and 
comparison;
- capacity utilization in both producers is between 80-85%
- the Turkish raw material prices are for good quality level
- the wages and salaries for Turkish case arc pertinent to well established factory
- although in practice big differences occurs a slightly comparable product quality has to be 
assumed
In every kind of production, together with the discernment of market prerequisites and 
information of price level, knowledge of a manufacturer’s cost structure forms a sound basis 
for profit and control, especially for cost contraction programmes, decisions of price policies 
and production scheming. Cost information should be available as total annual costs as well 
as on a unit or product group basis.
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TABLE 8 Comparative Cost Computations of a Bedroom Set (000 TL)
Cost Items Unit 
--------a__
Unit Cost 
(Turkey)
A
Unit
Amount
(Turkey)
В
A*B Unit Cost 
(Europe)
C
Unit
Amount
(Europe)
D
C*D
Beech Timber m 22,000 0.02 440 6,550 0.02 131
C. Board 
(19iiim)
2in 200 22 4,400 215 22 473
Plywood
(Sının)
2in 190 6 1,140 119 6 714
Oak Veneer 2in 275 40 11,000 188 30 3,540
Beech Veneer 2m 40 25 1,000 56 21 1,176
1st
Coat Varnish
kg 120 9.5 1,140 68 5 340
2nd
Coat Varnish
kg 115 4.5 517 70 4.5 315
Thinner kg 90 6 540 73 3 219
Sum 1
Others
TL
TL
20,177
3,540
6,908
1,350
Material Cost TL 23,717 8,258
Wages TL 2,655 6,637
Salaries TL 4,425 9,300
Utilities TL 5,088 7,537
Gen&Adin
Expenses
TL 5,250 8,000
Depreciation TL 1,000 1,650
Unit
Industrial
Cost
TL 38,153 41,382
(Source: Industrial Development Bank of Turkey)
Prices arc given in TL based Junc/July 1995 and on exchange rates such as; 
1 $ = 44,750 TL, 1 DM = 32,250 TL and 1 $ = 1.4DM
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As can be seen from Table 8, the unit industrial cost of a bedroom set is anticipated to be 
8.5% higher in Europe with respect to similar production of a Turkish producer. But the 
estimation should be analyzed into 2 parts. The first one is the “material cost”. According to 
this component of industrial cost a well established Turkish producer manufactures a 
bedroom set 287% higher in material cost than an European one does. This unfavorable 
predicament of a panel type producer is subjected to higher costs of raw materials, 'fhe higher 
raw material costs originate from price and quantity/quality factor, "flic domestic raw material 
prices are more expensive in Turkey. In the above comparison this is principally considered 
in the costs for oak veneer. The quantity/quality factor also plays an important role in the 
prediction. Because in Europe, a factory makes use of raw materials in lower waste ratios so 
that an European manufacturer requires less materials per product in comparison with a 
Turkish counterpart.
The disadvantage of the high material cost fragment of Turkish production is somehow 
overcompensated by the much lower wages and salaries in Turkey. Thereupon, the unit 
industrial cost of a bedroom set becomes 8.5% higher in Europe than that of "furkey.
The above figures manifest that the manufacturing cost situation in the furniture industry is 
not as advantageous as one might have thought because of low personnel costs. This may be 
remarkably true unless one considers that Turkish entrepreneurs have to compete with other 
export oriented foreign companies which have a lower industrial cost level than European 
companies have. Aside from this the above also unfolds that the competitive advantage is 
increasing for products where more workmanship is required. This is the case for style 
furniture in which Turkey has a longer experience and European competitors have less since 
the production of furniture requiring more workmanship was given up due to high labor costs.
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For such a furniture production Turkey has much lower costs (25%-50%) in wages and 
salaries stacked up against Germany, UK and Italy, which is a well known country for 
classical furniture manufacturing.
6.2 Price Situation
As long as the Turkish market is protected against to imported furniture by custom duties and 
fund payments the domestic producers can establish their own price level in accordance with 
their actual material and industrial cost plus company individual profit margin. Although 
many of the main stakeholders in the industry set to work with joint ventures this is the case 
within Turkey. Because nearly all the companies encounter similar conjuncture regarding 
quality and production costs. However, this will not the case after “Customs Union” has been 
realized.
As for the export activities, the price situation is rather dilTcrent. Competitors from other 
countries have their own cost and price combination associated with their strengths and 
weaknesses including the important aspects of tastes, quality, image etc. For instance, 
marketing panel type of furniture in Europe can be reckoned more difficult than for classical 
furniture. A closer look at the comparison of pricc/cost connection can be taken under the 
light of Table 8, in the previous section, named as “Comparative Cost Computations of a 
Bedroom Sef’ (Panel Type). Yet, these comparisons are limited ones. Because they do not 
include marketing and financial expenses that act as important components of unit 
commercial cost. In defiance of this impediment it can be comprehended that a Turkish 
exporter has disadvantageous additional expenses in exporting panel type furniture to Europe 
against an European exporter such as transportation, insurance, official bank tariffs for 
exportation, customs holding fine, customs duty etc. These costs do not turn out to be as 
much as for an EC (European Community) eompany or would be mueh lower from nearby 
countries to EC sueh as former “Eastern Block” countries.
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On the whole exporting to EC countries under the present cost circumstances conlronts 
difficulties for Turkish panel type furniture producers such as;
- in general the Turkish price should be at least 25%-30% lower than an European 
manufacturer’s price
- competition I'rom other countries, excluding EC, which arc offering lower prices than 
furkey, has to be taken into account
What has been said for the case of exportation to EC countries is customarily fitting for 
export activities to other Eastern Europe countries employing their own panel type production 
technology and liberal trade import policy.
In contrast to Europe case the price/cost relation has been much more approbatory for Turkish 
furniture industry if the panel type furniture would be exported to a Middle East country. In 
this litigation an European producer losses the advantage of paying less for transportation and 
import duty. The most advantageous factor is that Turkey will face lower transportation costs 
to most of the Middle East and North African countries than most other European 
competitors.
The European price level of style furniture is often much higher than that of panel type 
furniture. In general one can say that the price is 3-5 times or even higher depending on the 
sophistication of styling, degree of hand made work and taste of trends. This gives Turkish 
companies greater chances to export to EC countries provided that systematic and continuous 
marketing activities are carried out and that products arc adapted to the prevailing tastes and 
trends in the target markets.
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6.3 Possibilities of Cost Reduction
r^hc findings being involved in the cost/priec relationship for panel type furniture should 
revitalize and encourage the furniture eompanies and their infrastructure industry companies 
(dealing with the forestry and wood industries) to interrogate the possible cost reduction 
ways. In (he following sections the major cost inilucncing factors to be appraised for such 
cost cutback operations are summarized.
6.3.1 Reduction of Raw Material Costs
Material costs can be reduced by taking into account price and quantity/quality effects.
Price Effect
In order to aggrandize the competitiveness of the Turkish furniture industry wood materials 
should be obtained at prices similar to world price level from the government organizations or 
materials can be directly imported by furniture manufacturers under the duty free license 
capacitated by export incentive scheme. Thus the materials, connoted in Table 6, can be 
purchased at more favorable prices.
Quantity/Quality Effect
Better raw material quality would convey the industry to a material waste diminished 
position. Henceforth, there would be fewer material quantity needed per unit of any furniture 
set. An additional quantity preserving effect can be reached by more industrial oriented 
design as well as through training for better handling of raw materials. It is estimated by an 
expert in the furniture industry that approbations under the heading of “Reduction of Raw 
Material Costs” would bring a reduction of up to 30%-35% in the material costs. If we
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assume that the reduction is 30%, then the unit material cost of a bedroom set will be 
16,600,000 TL and the effect of material cost reduction on the unit industrial cost for a 
bedroom set will be approximately 11%.
6.3.2 Cost Reduction by Increase of Productivity
In the cost computations in section 9.1 it has been presumed that about 35 workers’ hours 
( at $ 1.5 ~ 66,000 TL/hour) and about 10 staff hours (at $ 10 -  442,500 TL/hour) arc 
required to produce a bedroom set. In the Europe example, both integral parts have been 
supposed as 16 and 6 hours respectively. It is plausible that in particular producers should 
investigate some possible ways of increasing productivity. This could be attained by time and 
motion studies, well organized work preparation and better industrial design. The 
productivity increase may reach up to 45%-50% for workers’ hours and 15%-20% for staff 
hours, fhis means that workers’ hours will range from 17.5 to 19.25 hours to produce a 
bedroom set. As for the staff hour, it will be between 8 and 8.5 hours for manufacturing the 
same set. If it is inferred that workers’ hours would be 19.25 and staff hours would be 8.5, 
then tlic personnel costs for both components would be 1,270,000 TL and 3,761,000 TL per 
bedroom set.
6.3.3 Cost Reduction Through Higher Capacity Utilization
The higher capacity utilization will procure deficient fixed cost burden per furniture product 
especially in the two shifts applying factories. As a rough prediction by an expert,
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approximately, 3% decrease in the industrial cost of a bedroom can be obtained per 10% 
increase of capacity utilization. In the case of large manufacturers implementing two shifts it 
is presumed that approximately 15%-20% of the total cost per product could be curtailed.
6.3.4 Cost Reduction Through Waste Utilization
Wood waste is mostly not exploited in the furniture industry except a few large 
manufacturers. It is given free of charge to employees. But, particularly for factories, the 
utilization of waste wood ought to examine. The heating value of 2 tons wood corresponds to 
just about 1 ton of fuel oil. Considering an investment of a boilerhouse (roughly DM 
300,000) and use of wood waste in large manufacturers for heating of dry kiln, presses, 
lacquering channels and rooms, it is anticipated by an expert that nearly 1% of total cost of a 
bedroom set might be saved. This percentage may be over for producers operating with a high 
solid consumption.
6.3.5 Cost Reductions With Export Incentives
fhere are many cost lessening elements in the Turkish export legislation and incentives, 
lixport short term credits, for example, can be acquired at reduced interest rates. Besides that 
20% of the annual export revenue can be deducted from the taxable income. Since these cost 
saving effects depend very much upon the individual company situation no percentage of cost 
reduction is exampled for producing a bedroom set.
In addition to above it should be mentioned that the use of paper foil instead of face veneer 
might also introduce the diminished production cost. Paper foil spares a lot of worksteps 
needed for veneer surface. Imrthermore, the appearance of both surfaces is alike. In the total 
manufacturing cost 15%-20% of the product cost could be saved. Consequently, many oI 
producers have invested in paper foil machinery. The range of investment expenditure is very
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largely depending on diversified types and sophistieation levels, roughly indieated between 
DM 100,000 and DM 180,000. Almost all the European manufaeturers are already using this 
teehnology whieh gives eompetitors a propitious eost/priee relation in eomparison with the 
Turkish eompanies offering more expensive veneered furniture.
The exigency of a effectual cost information basis for price decisions builds up a question 
regarding an commensurate costing system. Instead of full costing system a marginal costing 
system linked with profit contribution computations per unit furniture product could be 
advisable. There exist two important rationale for forewarning the marginal costing system. 
First, it distinguishes the variable and fixed costs. Second, this system is competent to 
highlight the effects in the changes of volumc/capacity utilization. Likewise, it gives detailed 
information on the avoidable and non-avoidablc costs. Contrary to full costing system, that 
has the appearance of altering overheads and fixed costs in the variable costs, the marginal 
costing system is better for the followings;
- to make preferences among the products with the highest potential to cover the fixed costs
- to control period costs through effectual budgetary suppressant
Marginal costing combined with contribution pricing is in favor of pricing decisions (c.g. 
penetration strategies). Whereas the full costing system is based upon pricing whieh adds a 
profit margin on top of full cost.
Unmistakably, the marginal costing system is not meant a cost reduction in itself 
Nonetheless, it clarifies to recognize the cost reduction possibilities and evaluate their 
impacts on the financial performance of the companies. But a few of the manulueturers, in 
Turkey, have acquainted such a system.
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7. STRONG AND WEAK POINTS OF THE 
TURKISH FURNITURE INDUSTRY
Based on the inquisitions carried out within the extent of this producer survey the subsequent 
strong and weak points of the Turkish furniture industry have been concluded.
7.1 Strong Points
- Turkey has a considerable geographic locate on which provides easy access to potential 
Middle East markets and also to European markets - in comparison with non-European 
competitors,
- The growing importance of Turkey’s economic potential and its increased business and 
sociacultural intercourse, notably with EC and Middle East countries have also positive 
effects on the furniture industry,
- Activities of Turkish construction companies in Middle East countries mostly pave the way 
for direct or indirect furniture exports,
- Complete equipment is available at almost every large manufacturing unit for furnishing 
hotels, universities, social and cultural activity buildings and resort clubs,
- Most of the factories are equipped with good machinery that consents to produce export 
quality products,
- Compared with the many other countries the cost level for wages and salaries is low,
- Turkish producers have a specific advantage in hand carved style furniture because of low 
cost and immaculate quality,
- The Turkish furniture sector has workers available with admirable skills in handwork and 
copying. Such skills are very scarce in Western countries because of mechanization and
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automation and the cost of handwork is very high in these countries,
- The I'urkish furniture industry is an inexperienced industry in a non-saturated market so that 
a good future potential can be assumed if the production and cost bottlenecks can be 
dislodged at sectoral and company levels,
- In Turkey very good decorative accessory furniture (such as tea tables, newspaper and 
flower stands) of all styles arc produced. These small items of furniture can be marketed to 
miscellaneous markets,
- Serni-finished furniture parts, e.g. arms of chairs, legs for tables etc., made of solid wood are 
interesting articles for exportation. The furniture industries in EC countries and USA arc very 
interested in such furniture pieces. Exceptionally, hand carved furniture pieces might be 
marketed with success,
- Modern mass produced furniture would be mainly marketable in Middle East and North 
African countries. The quality and design requirements in these countries arc, on an average, 
not yet so high as in Western markets. For some export markets in the Middle East there may 
be a transport cost advantage for Turkish exporters against Western competitors,
- Traditional heavy style furniture, primarily hand caiwcd, suit the taste of Middle East and 
North African countries,
- High value modern furniture, produced in required export quality, may find their customers 
all over the world. This is particularly true if the furniture is mainly handmade and if the 
furniture has very good design. For these products prices arc more attractive when compared 
with other foreign competitors,
- Style furniture of lighter construction becoming fashionable in the domestic market since 
the last 3 years would be marketable in EC and North American countries. It is estimated that 
European market for such furniture becomes much bigger in the future. This style has been 
marketable in USA since years. Therefore, this style, in Turkey, must be further developed in 
quality and design in order to be preferable in these markets. At the same appropriate 
marketing activities should be initiated to penetrate these sophisticated markets.
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7.2 Weak Points
- There exists a laek of good information and counselory sources in Turkey for technical and 
market requirements and aspects. Especially, the embarrassment exists in the export related 
business,
- I'he handling, storage and distribution of raw materials on their way from the forest t o the 
furniture producing units create difficulties in quality, waste, cost and species preferred by the 
market for the smooth operation of an export oriented furniture company,
- .Because of the juvenile history of industrial furniture production there is still insufficiency 
of qualifiled and experienced workers and often also of key personnel with inadequate 
experience in this sector,
- The choice between materials is low in Turkey, which, in turn, limits the chances to satify 
the customers’ preferences,
- The quality level of industrial type furniture production is still generally inadequate in 
comparison with European and American producers and the unit material cost level is nearly 
3 times higher than the European case,
- fhe design t)l' the furniture products are chielly not enough developed according to the 
requisites of the industrial production and foreign markets,
- Capacities of many workshops and large manufacturers are at present underutilized, which 
create a high burden of fixed costs,
- Cost planning and control is lacking in most of the companies,
- Financial costs are very high in Turkey, a fact that reduces the price competitiveness for 
producers acquired high external credit financing,
- Frequently, long delivery times for export agreements arc to be challenged,
- The know-how in management, organization and marketing is not yet sufficient in most of
49
the companies, particularly in foreign trade oriented companies,
- Systematic export marketing approaches are often missing. This is also valid for obtaining 
market information and contacts for planning and control of activities as well as for products 
offered, promotion activities, sales organizations and distribution.
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8. TEPE FURNITURE
8.1 CORPORATE HISTORY
Fcpc Furniture Corporation is one of the biggest furniture manufaeturers in the furkish 
furniture industry. Tepe Furniture is a part of a larger group established in late 1960’s. 'fhe 
fields ol’activity of the group consist of manufacturing all types of furniture, kitchens as well 
as door carpentry, consruction and cement aided panel production. Based in Ankara, I’cpe 
Furniture operates in a site with 100,000 m  ^ open and 40,000 m  ^ closed area. Its products, 
made of materials that are not dangerous to human health, arc modular and can be separately 
bought. It offers a one-year warranty for its products against manufacturing defects. It has 
recently completed a reorganization and change phase. During this phase, Tepe has redefined 
its functions such as production, marketing and distribution, etc..
d'epe Group, founded in 1969, consisted of three main companies:
-  fcjie Wood Metal and Construction Industries Co., Inc.
-  fepe Prefabricated Construction Industries Co., Inc.
-  d'epe Marketing and Trade Co., Inc.
Tepc Furniture was an entity in the Tepe Wood Metal and Construction Co., Inc. and this 
company produced furniture units, door carpeting works, kitchens, betopan (cement-aided 
panel) and construction items.
Before it had undergone a reorganization four years ago, all production vocations were done 
by a company within the Group and all marketing activities were performed by another 
company in the same Group. The centralized organization structure allowed different
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functions to share the machinery and other resourees as needed. Purehasing was eoordinated 
from a eenter as well. Business units such as furniture, kitchen, door carpentry all benefited 
from quantity discounts. Pricing strategy was the responsibility of the marketing department. 
Manufacturing department engaged solely in production and nothing else. I'he remnant was 
handled by the marketing department. A eonsequenee of such a functioning was receiving 
orders not suitable to the manufacturing facilities of the Group.
l .ack of an effective information system was also evident. Information was inadequate and it 
was not available on time. Although customer eomplains were generally met the Group had 
no systematie way of identifying reasons behind the quality problems reported.
Due to centralization information as to different business units was gathered in a pool, 'fhe 
individual units could not clearly see their functional positions and the management was 
unable to make healthy decisions since units were too tightly eoupled. Accounting system 
could not tell which unit was making profit or loss.
Until the reorganization phase, Tepe Furniture served mainly hotels, motels, holiday villages, 
social activity centers (such as cinemas, conference halls and social work places) and 
supplied office furniture of public workplaces in project based businesses. Those projects 
were undertaken by Tepe Marketing and Trade Co., Inc. with Tepe Furniture as a supplier. 
Such non-standard project work accounted for nearly 80% of total sales. A problem with 
working on non-standard projects was that the number of customers were few and the size of 
orders were large. The demand was not deterministic because government policies such as 
austerity programs could result in cancellation of government orders or in delayed payments. 
The occasional problems in the tourism sector also hit the orders coming from hotels, motels 
and holiday villages. All these made it incompatible for the eompany to enter into contractual 
relations with its suppliers
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The first aim of the reorganization and change phase was to separate the different companies 
in Tepe Wood Metal and Construction Co., Inc.. Till that time all financial and marketing 
relevant information had been collectively administered. For this reason each entity in Tepc 
Wood Metal and Construction Co., Inc. had been unable to see their exact financial positions. 
As a result of this reorganization and change phase the dilTerent entities hanc been separated 
and made independent. Changes started to take place in each of these new companies.
Ihc organizational structure in Tepc Furniture has been altered from a centralized to a 
decentralized structure. With the help of task forces and work teams profit centers were 
formed. Flowevcr, Tepe Furniture faced some problems as a result of the separation. The main 
problem was the sale of their products. Therefore, the distribution network was improved by 
establishing new agencies in different cities.
A second major change took place in the product design itself. Since 1991 the product line 
and style has dramatically changed: from standard and basic simple furniture to standard 
modern furniture. This is the result of the changed market focus of Tepe Furniture, 'fhe old 
product design was only suitable for office- and hotel industry. Due to past government 
encouragement statements for five star hotels and holiday villages (between 1984 and 1990), 
fepe Furniture had focused its work potential on hotel decorations. Many decoration projects 
were completed in this period. However since 1991 the company changed its policy and 
started focusing on the household furniture market. As a result, Tepe Furniture produces now 
standard products, and no longer special order products.
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8.2 The Mission Statement of Tepe Furniture
The ultimate goal of Tepe Furniture is the ereation of home and business environments that 
appeal to both the minds and the bodies of the customers by emphasizing both tangible and 
intangible details. Delicate designs, extendible functionality and the lasting technical 
performance aim to create the best value price balance for the customers, whereas the 
conscious selection of raw materials to ensure that no health problems will result and the 
ergonomic designs facilitate body comfort. Out of its respect to customer rights, Tepe 
attaches a full year warranty to all its products and dedicates a well trained assembly and 
maintenance staff to customers’ disposal.
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8.3 The Main Stakeholders
Turkish furniture industry has 5 main stakeholders, Siteler (workshops), Tepe, Kelebek, 
Orsan, and Koleksiyon, which can be classified in two basic groups. The first one is the 
workshops, namely Sitcler in Ankara. Those small shops focus with their limited capacity on 
living and dining room furniture. The other group consists of lai'gcr furniture companies 
wliere factory production takes place.
In recent years, workshops have been the first choice once the customers have decided to buy 
furniture. The reason for this is that Sitelcr area has many manufactures that produce a wide 
range of products, including special orders. Another important factor is that workshops offer 
the possibility of paying in installments.
In return, larger manufacturers have since 1990 improved their strategy. Quality, after sales 
service and product guarantee have become their major issues. Moreover, they have begun to 
elaborate on customers’ preferences. In response to the possibility to pay in installments, 
larger manufacturers offer ‘modularity of furniture’. The advantage is that customers don’t 
have to buy all the furniture at once, but in phases. There is no significant price difference 
between the workshops and the larger manufacturers.
'fhe major issue in the furniture industry is the inflation rate. Because of large increases in 
prices of raw materials (120% - 300%), especially workshops are confronted with financial 
problems when payment to their suppliers is due, since there is limited capital available and 
moreover, since the small enterprises lack a correct understanding of the market forces. In 
order to overcome this financial obstacle, they try to lower the prices in an attempt to attract 
more customers. As a result, they usually suffer from financial strains. On the contrary, large 
manufacturers charge high profit margins to protect themselves against the instability in the 
prices of raw materials.
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Şileler, in Ankara, is the place of business for more than 5000 workshops which are claimed 
to meet 40% of the domestic demand. Their furniture production is characterized by labor 
intensive conventional technology. The labor force is unskilled and is organized in labor 
unions. The production costs are high in comparison with the large manufacturers. At the 
supplier side, workshops face high price increases for raw materials (120%-300%). To take 
competitive advantage, workshops charge low profit margins. Due to their limited capital, it 
is difficult to update the technology or train the unskilled workhorse. Since their process 
technology depends heavily on unskilled labor, the number of defective units is high. On the 
other hand, their high dependence on labor allows them to accept special orders and to offer a 
wide range of products. In recent years, some well known workshops in Siteler have signed 
some contracts with five star hotels for decoration. Unfortunately, their aged technology is 
not appropriate for large projects. Deadlines can’t be met and as a result their image and 
reliability are seriously harmed.
8.3.2 ORSAN
Orsan Wooden Products, Furniture and Decoration Co., Ltd., founded in 1974, is one of the 
well known manufacturers in the Turkish furniture industry. Its main factory is seated in 
Ankara. Orsan has also two other factories which produce parquet and coated products 
separately. These two factories are joint-ventures between Orsan and Italian and German 
manufacturers, producing wooden doors and frames in Turkey. Orsan serves its customers by 
offering complete decoration, interior design and consultancy services. Product variety of 
Orsan is wide. Its product portfolio includes all kinds of home furniture and office furniture 
together with the doors and frames. However, in recent years, top management of Orsan has 
changed its market strategy: 80% of its production is nowadays devoted to projects from
8.3.1 WORKSHOPS
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private or public sector. According to the top managers, project based operations not only 
generate a considerable amount of revenues, but also create a perfect image for Orsan. It is a 
perfect advertisement.
Modularity is the most important order-winning criteria to the Orsan management. In their 
opinion, a furniture manufacturer should supply the same product variety as workshops in 
Sitclcr in order to survive in the dynamic market of the furniture industry. Orsan’s 
management realizes that by using the mass production techniques, they can not provide the 
same variety as workshops. In this sense, workshops dominate the market. However, they 
depend on modularity of furniture.
Another important threat for the furniture industry is the custom union in 1996. For this 
reason, management preserves good affiliations with famous Italian manufacturers. Orsan 
perceives the product transfer as the preliminary step to technology transfer. It attempts to 
import some certain goods initially and get involved in joint-ventures to manufacture them in 
Turkey later. So, joint-ventures is Orsan’s answer to the coming threat of the Custom Union.
8.3.3 KELEBEK
Kelebek Furniture Co., Ltd. is established in 1935 to produce some spare parts for aircraft. 
However, furniture production started in 1978. In 1981, Enka Holding has bought 55% of the 
shares of Kclcbek Furniture. At this moment, the remnant shares belong to Sankur Holding 
and public, 35% and 10% respectively. As the largest manufacturer in Turkey, Kclebek’s 
products have a wide variety; living room, bed-room and children’s room sets, kitchen and 
bathroom cabinets, and seating groups (i.e. chairs, armchairs, coffee tables). Its robustness not 
only depends on the production line, but also on its large distribution network, which consists 
of more than 100 agencies (retail outlets) settled all over the country, d'his network helps 
Kelebck to penetrate intensively into the Turkish furniture market, since customers don’t need
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to travel to large eities to buy their furniture and transport them over a long distance (these 
transportation require carefulness and capital to convey them). In this framework, according 
to the customer service department of Kelebek Furniture, the underlying concept of success is 
the service quality and the after sales service. In regard to the statistical research, conducted 
by the department above, more than 90% of the customers are satisfied by their after sales 
service. Unfortunately, there are some problems with the ihrniture supply to the retail outlets, 
fhe main reason for this is that because of inefficiencies in the distribution network, the order 
docs not arrive in time at the main supply center. This causes unnecessary delays. Moreover, 
Kclcbek’s management is concerned about the inferior end-product quality compared with the 
imported ones, because of the inputs quality. However, they believe that their styles, colors 
and looking convince customers to buy their products instead of imported ones and they don’t 
see a real threat in the coming customs union. According to the general manager of Kelebek 
Furniture, the market share of imported furniture is less than 1% and this will not increase. He 
thinks that, once the custom union is realized, Kelebek Furniture will reign over the furkish 
market because their competitors will fail. He bases his claims on the product variety of 
Kelebek Furniture. After the custom union is realized, their wide range of products and its 
cost-cl'ficienl production will carry them into a better position in the domestic market. In 
present. Kelebek Furniture has about 500 different products. The production department 
emphasizes that altering the product variety is not as easy as doing the same in a workshop. In 
effect, such an effort decreases the production efficiency. (In the last 8 years, Kclebek’s 
product variety has changed more than 90%).
8.3.4 k o l e k s iy o n
Koleksiyon Furniture Co., Ltd. has been established by a famous designer and decorator, 
Faruk Malhan, 1971. Initially, it was a workshop in Ankara. But as it expanded, it was moved 
to a factory in Tekirdağ. However, its main office is settled in Istanbul because Koleksiyon
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saw Istanbul market as its main target. In eontrast to Kelebek Furniture, Koleksiyon uses only 
imported raw materials and aeeessories sinee it believes that the domestic sources of raw 
materials do not meet the quality requirements of Koleksiyon. The assembly of imported 
parts takes place in the Tekirdağ factory. On one hand, there exist highly standardized 
products. For the office furniture, for example, there are 3 diflercnt product lines that produce 
executive, standard and below standard type furniture. On the other hand, there are also 
‘prestige products’ which come in small numbers and require considerable handwork. In 
addition to retail store sales. Koleksiyon has 8 retail stores, it focuses on projects. The reason 
for this is the considerable amount of returns and recognition (Koleksiyon has many 
prestigious projects including Sabanci Twin Towers and Bayindir Hospital). Koleksiyon also 
has completed successfully projects abroad (Japan, France, Russian Federation and Italy).
Koleksiyon defines its goal as the production of industrial products with design and quality 
based on the taste of the customer. The firm attempts to create product variety through 
dilferent assemblies of imported parts and raw materials, but it doesn’t change product 
variety very often. The main emphasis is on quality, reliability and design aspects.
Besides production. Koleksiyon deals with the import of well known foreign brands of office 
furniture (Castelli-Italy, Comforto-Switzerland). Koleksiyon sells these imported furniture at 
high prices to interested customers. The firm has also a special patent agreement with the 
German Durlct firm. As a result of this agreement. Koleksiyon is producing Durlct’s products 
in furkey. 'fhe management of Koleksiyon emphasizes that there arc imported furniture of 
very different qualities. They claim that they select their imported brands very carefully, 
making sure that its quality will not deteriorate the quality image of Koleksiyon. In fact, they 
believe that the agreements with famous foreign brands are an indication of credibility and 
prestige for Koleksiyon. Koleksiyon has furniture stores in Ankara (2), Istanbul (2), Tekirdağ
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and sales agencies in Bursa, Izmir and Adana. Koleksiyon selects its agents i'rom interior 
designers and architects. The agencies are allowed to sell Kolcksiyon products only at the 
prices given by the firm.
8.3.5 TEPE
The last main stakeholder is Tepe Furniture, the subject of this thesis.
8.4 Relations of Tepc With Its Suppliers
In the furniture industry, raw material is one of the main determinants of the end product 
quality. In order to have more control over the quality of raw materials, Tepe Furniture 
prefers to create loyalty with its suppliers. Its current policy is to select fewer suppliers for a 
given material, although there are many available suppliers in the market.
There is high competition among raw material suppliers to trade with Tepe Furniture. The 
reason lies in the fact that Tepc has a good reputation in paying in time and purchasing high 
volumes at once.
Although there are no quality standards for raw materials, Tepc has the power to generate its 
own standards for the inputs. Besides this, it provides technical consultancy to its suppliers. 
Tepe is also able to purchase raw materials from suppliers of its competitors. However, it 
prevents its suppliers from selling to competitors.
8.5 Production Technology at Tepe
In the Tepe Furniture plant, still some old machines are used which are the causes for high set 
up and maintenance costs. Nowadays, Tepe is dealing with new investment projects to speed
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up its production rate and to avoid the extra costs mentioned above. Aecording to the top 
management of Tepe, they are the pioneers in bringing new teehnology. But, they admit, their 
production rate is lower than that of Kelebek.
The eurrent production system of Tepe eonsists of two production lines:
-  the panel furniture line
-  the massive furniture line.
In the panel furniture line, serial production is utilized for office, dining, and bedroom 
furniture. As a result, stocks can be generated in a very short time (the lead-time in panel 
furniture line is short relative to the massive line). In the massive furniture line, as in eontrast 
to the panel line, produets are produced one by one. Hence it requires more set up time than 
the panel line needs. Since massive idrniture line products go through polishing and 
upholstery, it causes more lead time to produee them.
As mentioned in the introduetion, Tepe has reduced the share of the project based works in 
the whole produetion from 72% to 18%, while the share of standard modern produets 
increased to 82%. I ’he old way of production was focused on large scale and few customers, 
such as hotels and cinemas. However, the current way of produetion is focused on low scale 
but and large number of customers like homes and offices. For this reason, Tepe Furniture’s 
production line needs to be speeded up with new technology.
In addition to the product and process technology, there exist another important component 
that underpins the eompetitive advantage for Tepe Furniture. That component is the design of
61
the furniture. The existing system of the Turkish furniture industry works under tlie iniluenee 
of foreign designers. But in the long run, Tepe knows that in order to eompete with foreign 
brands, it needs good designers. The reason for the large inlluence of foreign designers on our 
industry is the believe that domestic consumers do not make any contribution to the designs, 
with respect to trends or fashion. By depending on this characteristic of Turkish customers, 
manufacturers produce their products without taking into account the preferences and wishes 
of domestic customers. There is no customer feedback. Consequently, they sell whatever they 
produce in the furkish market. In this global picture, Tepe Furniture perceives itself as a good 
positioned company in the eyes of its customers.
8.6 Distribution Channels
The main goal of Tepe Furniture is to keep up the competition with domestic rivals as well as 
foreign competitors. They want to compete in Europe in the near future. In order to achieve 
this goal, they always try to improve their quality of its products. Since the last five years, 
Tepe Furniture has been trying to sell its products by means of distribution channels, which 
are to some extent under the eontrol of Tepe management. These plaees sell only the products 
of Tepc, designed by Tepc. Like Koleksiyon Furniture, Tepe ehooses its distributors from 
architects or interior designers. Tepe has spent much effort to complete its establishment of 
the distribution channels. At this moment, Tepe has twenty distributors. The target is to reach 
22 distributors, most of them located in the west of Turkey. But in the future, some 
distribution channels will be established in the wealthy cities of the east in Turkey such as 
Malatya and Erzurum.
Tepe has also some relations with countries in central Asia such as Turkmenia, Kazakia and 
Azerbeijan. d'epe dispatches all products demanded by the Turkmenia’s agent. This agent 
sells only products of Tepe Group. Another agent is located in Kazakia, two years ago. 'fhe 
first year sales were extremely good, but last year sales figures were unexpectedly bad. d epe
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has to make the deeision whether they should continue with this agent. Azerbcijan is the next 
country to be considered for establishing a new agency. Besides these agencies, Tepe exports 
home and office furniture to Ukraine.
As a result, 90% of its products are sold in the Turkish market, while the remaining part are 
exported to the above mentioned countries, merely home furniture (70%).
8.7 Tepe Products
Гере classifies its products into two groups:
-  standard furniture
-  non-standard furniture.
Standard furniture includes home and office furniture, which arc not produced according to 
any order but in advance. On the other hand, non-standard furniture are made for project type 
works, like the procurement of state equipment office tenders.
Tepc Furniture is planning to cease to produce products related to projects. As soon as it 
completes its distribution network within the country, it will devote all of its lines to standard 
products. The reason is that Tepe has faced large losses in some of the projects because of the 
entrance of small manufacturers, who cut the prices on the cost of quality. Therefore, project 
based businesses in this market became unfair to compete in, since the small manulaclurcrs 
asserted that they provided the same quality.
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Some of the important factors that forced Tcpc to cease the projects are the following:
-  The undertaker of constructions never succeeds in meeting the deadline. This delays the 
installation of furniture, not compensated by any payment. Furniture is paid when the 
installation is done. In the end, Tepe loses even when the payment is made.
-  The riiw materials used for projects differs from project to project. Tepe keeps itself with 
the safety stock, i.e. it buys more than the exact requirement. If the safety stocks arc not 
utilized, it creates huge amounts of inventory which lead to enormous inventory holding 
costs. Once the excess amount of raw materials are conveyed to the inventory, these 
inventories are never used.
-  Project based studies are very difficult to forecast. Therefore, Tcpc cannot make any 
contracts with suppliers.
8.8 Competitive Analysis For Tepe Furniture
In this section, I will give an analysis of present situation of the Tepe Furniture Co., Ltd and 
the industry structure of the Turkish Furniture Industry. This analysis contains a Portcrian 
framework of competitive advantage analysis, SWOT analysis and some related perception 
maps for Tepe Furniture Co., Ltd.
8.8.1 Portcrian Analysis of Turkish Furniture Industry
Barriers to Entry
In order not to cause an ambiguity, we classify the industry into two groups:
-  workshops
-  large manufacturers.
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Economics of Scale
There does not seem to be any eeonomies of scale that will prevent potential entry of new 
firms. Nevertheless, some producers, for instance Kelebek Furniture, arc trying to get 
economics of scale in advertising by spreading the advertising costs over its distribution 
channels which is spread nationwide.
Capital Requirements
Capital requirements are not too high for workshops, even if they comply to the legal 
requirements for opening a workshop. However, usually, the workshops arc operating without 
being registered officially in the Ministry of Finance and thus they easily can evade taxes and 
obligatory insurance premiums for their employees. As a result, they are able to reduce 
personnel and overhead costs.
On the other hand, establishing an integrated furniture plant for mass production requires 
considerable amounts of capital. In order to compete on efficiency in this industry, ficxible 
manufacturing systems that have setup times less than 10 minutes, should be brought in to 
create economies of scope (economies of scope is new enabler for the furniture industry that 
can be obtained by producing various furniture products using FMS machines, for example, 
in panel manufacturing). Besides this, not only skilled workers arc necessary, also qualified 
designers and engineers must be employed in order to be competitive. Eventually, for the 
marketing emphasis, a producer has to sign agency agreements and found distribution 
networks.
Access to Distribution Channels
For small workshops, it might be difficult to sign up agreements with the sale stores that have 
already made contracts with the integrated ones. Several reasons can be mentioned for this.
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Agents prelcr to have agreements with larger, more solid and well known companies. 
Moreover, those larger manufacturers have already created a certain customer loyalty with 
their agents. The large manufacturers that try to enter the market might have difficulties with 
establishing their distribution networks for the same reasons as the workshops.
Bargaining Power of Suppliers
I'he domestic suppliers do not have much chance for using bargain power. They are not much 
differentiated and most of the raw materials are provided by many other vendors. Also, the 
furniture manufacturer might turn to foreign raw material distributors, if the balance between 
the perceived and actual market prices is disturbed. Therefore, if'furkey enters the Customs 
Union, the removal of tariffs and quotas on the imported raw materials will even more reduce 
the bargaining power of the domestic suppliers.
Furthermore, the furniture manufaeturers don’t have any switching costs. Hence vendors try 
continuously to keep good relations with their customers, especially with the large 
companies, since they purchase raw materials in high volumes using cither lump-sum 
payments or a limited number of installment payments.
Because of these factors, the bargaining power of suppliers is considerably reduced with 
respect to large integrated manufacturers. That’s why Tepe Furniture is able to prevent its 
suppliers Irom selling to main competitors.
Only with respect to the workshops, suppliers have some bargaining power. Consequently, 
workshops arc left with the inferior quality inputs from which they have to make their 
purchases. Since the durability and reliability of a furniture product heavily depends on the 
quality of the inputs, the workshops encounter a disadvantageous situation from the very 
beginning of the production cycle.
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Bargaining Power of Buyers
The buyers of furniture are households, project owners or the state. The state can make 
purchases for government offices and accept bidding for projects. Private or public project 
owners purchase in large volumes. For this reason, their bargaining power is considerable 
since there is much competition among rival firms that offer bids for the projects.
For all three customers listed above, furniture purchase is large expenditure that is 
irreversible. As a consequence, these buyers arc very selective in searching for quality 
products with favorable prices.
Government policies have influenced the strategics of many furniture firms to a large extent. 
During the times of governmental encouragement for five star hotels and resort clubs, many 
firms were engaged in several projects, decreasing the importance of one project and thus 
decreasing the bargaining power of buyers. As these incentives were removed, firms had to 
find new customers and new businesses, increasing the bargaining power of buyers.
Buyers are generally price sensitive. Since there exist no switching costs for buyers, buyers 
have considerable influence on equalizing the prices in the market.
Rivalry among Competitors
Industiy Growth
The industry is in the growth phase. On one side, furniture supply penetrates smaller cities 
and villages, on the other side, high quality, modern furniture is demanded in decoration of 
offices, business centers, hospitals etc. (The real growth rate of Tepe Furniture is in terms of 
sales almost 15% annually, inflation adjusted).
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There is eompetition between the workshops and the larger manufacturers who arc trying to 
restructure the industry by using mass production techniques and standardization as well as 
giving the same importance to quality, design, after sale service, etc..
Diversity among Rivals
Rivals use different strategics. Workshops focus on average or below average quality 
products with low prices. Kelebek emphasizes nationwide distribution channels, while 
Koleksiyon focuses its attention on design aspects. The industry lacks standardization and 
production discipline.
Product DilTcrcnccs
Variety, together with the functionality is the key issue. The products should appeal taste of 
the customers and fashion. Product range includes classic furniture with handmade details, 
standard ofllce furniture, high quality standard modern furniture and imported famous brands.
Exit Barriers
There are no significant exit barriers for workshops because their investments arc not high. 
However, for the large manufacturers, some important factors take place as barriers to exit, 
such as investments in high technology special purpose machinery, agency contracts and 
established distribution network.
Threat of Substitute Products
There exists no substitute for furniture. Alternative materials, for instance plastic, can be 
used, but furniture manufacturers can easily adapt such changes. So, the substitute threat docs 
not play an important role in shaping the furniture industry.
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8.8.2 SWOT Analysis for Tepc Furniture
Opportunities
The Turkish Furniture Industry is in the growth phase. Both house and offiee furniture are 
demanded along with the project based works including decoration of hotels, hospitals, 
business centers, government buildings.
Increased foreign contracts proportion in the Turkish Construction Industry can create new 
project opportunities abroad.
Threats
Most households who arc searching for furniture products perceive larger producers products 
as too expensive, too standardized and too inflexible in terms of discounts and installments 
opportunities.
Iforniturc firms need to accelerate their attempts to renew production technology, increase 
production rate, develop new markets and gain sustainable competitive advantages before the 
Customs Union comes into effect.
Workshops supply about 50% of the domestic furniture demand. Therefore, the large 
companies not only battle for the market share but also for buying habits of the households. 
The above mentioned shift in customer preference is likely to occur hand in hand with the 
structural development of the industry. Once the unorganized and arbitrarily disperse nature 
of production is improved, the Turkish Furniture Industry will be more robust against the 
foreign competitors. If the improvement efforts fail, not only the workshops but also the 
larger domestic manufacturers will begin to suffer.
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Strengths of Tepe Furniture
-  Tepe ITirnilure has tied up important domestic suppliers and has exerted considerable 
power on them to prevent those suppliers from selling to Tepe’s eompetitors.
-  Tepe has a good credit reputation among its suppliers.
-  Tepe uses particular raw materials and constructions in producing furniture for children 
rooms in order not to damage their health and in order to be multifunctional: i.e. the bars 
surrounding the bed arc located in such a way that the child’s head cannot go through.
-  'fepe furniture is pioneer in bringing new technology to Turkey. After its reorganization 
phase, it has made investments to replace its old machines.
-  '1 hey are building a new factory in Eskişehir to increase its production capacity. Having 
established this new one, they aim to export to Europe.
-  Tepe Furniture gives technical expertise and sufficient information about the products to its 
agents so that they arc able to help the customers in making their decisions.
-  Tepe has opened a sales store in Siteler in Ankara, in order to be close to the households 
who go for furniture shopping to the workshops.
-  Tepe has a large network of agencies abroad.
-  fhey have established an image for their products as elegant, high quality and functional.
-  'fepe has established a reputation for on-time delivery
Weaknesses of Tepe Furniture
-  Although the products of Tepe have superior features, they arc perceived as expensive by 
the public.
-Tepe Furniture is not active in exposing itself to the public. Even though they produce high- 
value products, they haven’t succeed in penetrating the market and making their products 
well-known. They lack skills in marketing and advertisement such as newspaper and 'f V.
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-  Limited number of sales promotions are occasionally put into application
-  In spite of the fact that Tepe emphasizes the quality of its sales agents and distribution 
channels, the marketing and distribution efforts are not totally integrated. Because sales 
efforts are also handled by Tepe Marketing Corporation that leads to conflicts with Tepe 
furniture.
-  d’epe has not developed an aggressive and active strategy in attacking potential markets.
-  I'he current production rate is lower than Kclebck’s.
-  Its massive production line and some polishing machines need to be renewed.
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9. FOR THE FUTURE
9.1 Recommendations
The Strong and weak points of the Turkish furniture industry cited in Chapter 10 connotes 
that there exists a eonsidcrable development and improvement potential in this sector. The 
following recommendations may be applicable to a large extent to the domestic production 
lacilities and market. There are recommendations which arc referring to the particular case of 
the 7'epe Furniture and also to activities at sectoral level.
9.1.1 Sector Level Rccommendations
- An effective associaton of woodworking and furniture industries should be contrived in 
order to take into account of the interests of the furniture industry. Because such an referent 
organization (I'rist, 1983) might serve as an information source on markets, raw material 
supply, domestic manufacturing and planning and cost aspects. Besides, it can take an 
operative role both in domestic and international market by organizing technical and 
commercial seminars, symposia as well as fairs, exhibitions and trade delegations. Likewise, 
it can advise governmental organizations on the furniture production related policy and 
regulation themes, distinctively in regard to export correlated businesses.
- fhe operations and the agendum for procuring wood and the handling of wood IVom cutting 
in the forest to delivery to the factories must be rectified in order to withdraw diseases 
resulting in lower quality of wood and furniture made, thereof, substantial wastes and big 
losses of natural resources.
- For the producers, in order to attain an optimum allocation of wood ascending from lop 
quality to lowest quality, a rational production and distribution of wood is required from the 
authorities involved in the procedures. The proffer selling system of logs and timber should
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be rel\jrbished and attempts sould be undertaken to organize the sale of above raw materials 
without creating intermediary and/or artifical price increases.
- It is recommended to the Ministry of Forestry to ensure an adequate reafforestation with 
respect to the needs of the wood user industries bearing in mind that the need for suitable 
wood will be increasing in the future.
- As for the raw material supply, companies should give more importance to secure solid 
wood dried in required drying conditions. Beside that feasible own drying facilities should be 
condidcred.
- Veneer producers must be asked to treat the logs according to required conditions to 
produce better quality of veneer. Else, veneers used in the export based production should be 
imported.
- For the plywood, to manufacture in higher quality, the last outer coat might be imported.
- The hardware items (accessories) should be better off. Well designed, attractive and high 
quality hai'ware ought to either produce or purchase from foreign markets.
- Design and manulacturing will be pursuing success if the industry dcvclopes itself 
according to the wishes and tastes of the target groups, and to the market requisites. Special 
attention should be given to employ designers who have good trainings and knowledge on the 
market expectations, raw materials and production straits. In addition, companies shall make 
internal assessment of training needs for all key functions personnel and the arrangement for 
training (attending seminars and on-the-job-trainee), both in Turkey and abroad, should be 
thought over.
- Peculiar attention has to be given to comfortable products which are suitable for physical 
requirements of the human body (ergonomic aspects), especially, in the case of armchairs and 
sofas.
- Principally, for manufacturers working at surpassing capacity utilization rate, control limits 
of preproduction and production activities (tolerances of raw material and output defects) 
have to be developed for increasing the productivity. Furthermore, time and motion studies 
must be heeded.
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- Being able to speak and read in foreign languages is an valuable asset for the eompanies 
dealing with foreign counterparts. Thereupon, knowledge of foreign languages should be 
encouraged for those companies’ members encompassed in the international operations.
- Utilization of waste for reducing the energy cost should be unequivocally regarded in the 
large manufacturers.
- The know-how of international and domestic market orientation management have to be 
distended in most of large and small manufacturers directing themselves for seizing higher 
market shares and for export aggrements. Workshops confronting financial strains due to lack 
of working capital may seek the cooperation with bigger furniture selling organizations or 
with export organizations of the big holdings to benefit from additional tax rebates.
- Management and marketing training should be invigorated through internal and external 
seminars, appropriate literature, a closer look at “how the others do”, success and failure 
stories and active cooperation with market partners.
- A more systematic and longer seasonal term production scheduling and control activities 
should be instantaneously introduced in the large manufacturers.
- Most of the companies would have to be more active in getting market information and 
contacts with consumers. Market requirements with regard to quality, design and taste have to 
be identified and then observed during the whole production process so that products can 
obtained in the line with these requirements. This will often necessitate new product 
development or variations in the existing furniture products.
- A better cost planning and control is advised to improve the information and decision basis 
for production planning, product selection, pricing and business control. Systematic cost 
reduction investigations should be taken into account to increase the price competitiveness in 
international markets, particularly for panel type furniture.
- The companies should systematically appraise their own strengths and weaknesses against 
market potentials and try to find out a market segment which corresponds to the company’s 
strengths and its existing or planned products. After that careful marketing activities with
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respect to product policy, pricing, promotion, distribution channels and after sales services 
have to be carried out . The assistance of consultants may have to be sought for the initial 
systematic planning and marketing activity steps.
- Export cooperations Goi^t export marketing groups) should be set up in order to reduce 
export overhead costs. Besides, cooperations with foreign producers Goint-ventures) should 
be investigated through subcontracting of furniture parts manufacturing, production of 
furniture components ready for assembling etc.
- Participation in domestic and international fairs should be increased and joint exhibitions 
representing the Turkish industry (or group of companies) should be considered. In major 
export markets a permanent Turkish furniture storehouse with showrooms belonging to 
different brands is exceedingly counseled. Costs may be reduced by a special export incentive 
regulation for these activities.
9.2 Tcpc’s future activities
Up to now, we have presented the current issues of the Turkish Furniture Industry including 
its main slakeliolders and especially our topic, Tepe Furniture. According to the top 
management of Гере Furniture, they believe that the I'uture of their company is a promising 
one. Although not openly mentioned, they focus heavily on the hot topic of today, the 
Customs Union that will be entered by Turkey in 1996. This will have a large impact on the 
company.
From the perspective of production, when Turkey will be accepted for the Customs Union, it 
will reduce their costs for raw materials considerably since Tepc Furniture is purchasing raw 
materials from abroad, paying the associated custom tariff. This means that they will be able 
to produce high quality products (comparable with Europe) for lower costs.
Tepe Furniture is planning to form joint-ventures with foreign counterparts to achieve a more
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competitive position in the industry, which leads to utilization of their resourees and capacity 
more efllciently. Moreover, they are planning to inerease their production capacity by 
purchasing new high-teeh maehines for polishing and panel production to create economies 
of scope with the lowest set-up times.
In addition, Tepe Furniture forges proaetively, i.e. it started realizing the importanee of 
marketing. Besides this, it is planning to establish huge stores to meet all the eustomers’ 
wishes, concerning furniture, at one plaee. Those huge stores will provide everything a 
customer needs concerning furniture.
9.2.1 Recommendations For Tepe Furniture
In this section, we aim to give some recommendations for Tepe Furniture that might increase 
their competitiveness and success in the furniture industry.
Strategy
As an essential strategy, in our opinion, Tepe should try to offer a wide seope of quality 
products for competitive priées. In this way, they can differentiate themselves from the rest of 
the industry and compete with the workshops that, at this moment, supply 50% of the 
domestic household furniture demand.
Joint Ventures
Establishing Joint Ventures with foreign companies is a way for Tepe Furniture to secure 
itself for the coming threat of the Customs Union. Moreover, joint ventures will provide them 
with inflow of new technology and know-how what will result in an inerease in efficiency 
and competitiveness.
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'Fhc advantages can be summarized as follows:
-  Inflow of know-how
-  Technology transfer
-  Image improvement
-  Export opportunities to the country of the counterpart
-  Protection against possible take-overs after Customs Union
-  Design improvements
Marketing
Гере should put more emphasis on marketing by improving the activities of their newly 
established marketing department. Their marketing strategy should be focused on penetration 
into the household furniture market. One way of doing this is an increase in advertisement 
and sales promotions. Moreover, customer feedback should be given more attention to. When 
customers put high value on the possibility of paying in installments, then this should be 
offered to them.
Summarized, the following points should be taken into account:
-  Recognition of customer needs
-  Customer’s satisfaction
-  Clear definition of target markets
-  Coordination between marketing department and other departments
-  Customer awareness of Tepe Furniture products
-  Price-quality relation
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In order to compete on efficiency in this industry, flexible manufacturing systems that have 
setup times less than 10 minutes, should be brought in to create economies of scope 
(economies of scope is new enabler for the furniture industry that can be obtained by 
produeing various furniture products in the same production line using FMS machines, for 
example, in panel manufacturing). Besides this, not only skilled workers are necessary, also 
qualified designers and engineers must be employed in order to be competitive.
As a result, the size of work-in-proeess-inventory can be reduced, due to the short setup 
times, better control systems in manufacturing can be established, more flexible reaction to 
market changes is possible, and a large scope of products can be provided. In this way, Tepe 
will be able to differentiate themselves from the other larger integrated manufacturers and can 
compete with the workshops on variety.
Manufacturing
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A PPEN D IX
1
QUESTIONARY USED FOR THE 
QUALITATIVE PRODUCER SURVEY
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Aşağıdaki sorular, Bilkent Üniversitesi İşletme Fakültesi öğretim üyesi Doe. Dr. Murat 
Merean’ m yardımları çerçevesinde, Türkiye mobilya sektöründeki üretieileri üretim öneesi 
ve üretim salhasında niteliksel ineelemek amaeıyla hazırlanmıştır.
Bu sorular tez içinde adı geçen firmalarda yapılan mülakatlar sırasında görüşülen şahıslara 
yöneltilmiştir. Aneak sorulara katı bir şekilde bağlı kalınmamıştır. Mülakatın gidişatına göre 
aşağıdaki soru setine, tezi zenginleştirmek amaeıyla gerekli görelen konu ve kavramlar 
üzerinde doğaçlama sorular eklenmiştir.
Soru Seti
1) Türkiye Mobilya Sektörünün genel batlarıyla bir profilini eıkartırmısınız?
2) Bu genel profil içinde sizce en önemli sıkıntılar ve üretimi etkileyen problemler nelerdir? 
a- ham madde kullanımı ( miktar, tip, kalite ve üretime etkileri)
b- ham madde kullanımı ( ithal/yerli ve kalite ve üretime etkileri) 
e- ham madde kullanımı ( maliyetler ve kalite ile etkileşimi) 
d- personel ( eğitim, personel kalitesi ve personelin verimliliği)
e- Türkiye genelinde mobilya üreticilerinde (küçük ve büyük) makina parkının durumu ve 
yüksek teknoloji kullanımı
3) Yerli üretim mobilyayı ithal mobilya ile kıyasladığınızda ne gibi sonuçlar çıkarabilirsiniz? 
a- kalite
b- dizayn 
e- dayanıklılık 
d- modern 
e- çeşitlilik
f- modüler ve çok amaçlı kullanıma uygun
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APPENDIX
2
COMPANY INTERVIEW GUIDE
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NOTES FOR THE INTERVIEWER
This guide is intended to give ideas to the interviewer for the efficient conduct of the 
discussion and also to provide a checklist for accomplishing an efficient interview. Since the 
goal of the interview is to sort out qualitative data regarding the factors that have inlluences 
both on pre-production stages and production stages of furniture products, this is not a 
concrete guide (like the questionnaire in appendix 1) that must be followed. In fact, the 
interviews for qualitative data gathering should be customized according to the subject during 
the interview. This document provides the base for such an interview and may be 
supplemented with other questions.
General points about the interview
1 ) The sequence of interviews is to start with the top level managers of the company to ensure 
effective conduct of the following interviews. The appointment with the general manager 
should be made to have minimum time constraints on both sides, which would last around 30- 
45 minutes. As such executives usually have tight schedules, interviews may be arranged at 
lunch times, evenings or weekends. While making the appointment, the possible use of tape 
recorder should also be mentioned and not taken notes as this might distract the respondent.
2) After the general manager, meetings with other functional managers will be helpful in 
obtaining insight on the perception of the factors that have influences both on pre-production 
stages and production stages of furniture products by other department.
3) During the interview with the general manager, ask for permission to meet the functional 
managers suggested by the general manager. Besides that express your requisite to meet with 
the general manager later, for shorter periods.
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4) Keep in mind that qualitative research is only interested in understanding the issues rather 
than measuring them and it answers the questions such as ‘what’, ‘why’ or ‘how’ but not 
‘how many’.
5) After introducing briefly yourself, state clearly that the contents of the interview will be 
treated strictly confidential and thus the interview should be conducted as freely as possible.
6) Provide a brief explanation of the project and the benefits it provides to the respondent 
which will help the respondent and you.
7) Be prepared to give examples for every question asked and probe the respondent to give 
examples.
8) Start with easy and general experience based questions
9) Ask questions only for purposes of clarification and do not try to convince the interview.
10) Avoid the questions which directly relate to other departments, if not done intentionally.
11) Use more than one question to get the answer to an important question.
12) Try adopting a listening rather than a questioning-orientation. Indicate your willingness to 
listen by allowing silence, not filling them with a sequence of questions.
13) When starting the interview with the functional managers, disclose the active 
participation of the general manager in the study.
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14) Allow respondents to strueture the order and paee of the interview as long as the material 
is beneficial.
15) Minimize interruptions to the respondent.
16) Avoid sudden closing of the interview and give the respondent time to think over last 
remarks.
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APPENDIX
3
A SAMPLE INTERVIEW 
SCRIPT
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Tarih ; 3 Ağustos 1995 
Yer ; Tepe Mobilya
Planlama ve Finansman Gmp müdürü ile yapılan mülakat 
(S: Soru, C: Cevap)
Sayın Planlama ve Finansman Grup Müdürü ile görüşme saat 16:30’ da başladı. Kendisi 1984 
ODTÜ Endüstri Mühendisliği mezunu. Kendisine tezin kendisi ve amaeı ve daha önee Tepe 
mobilya Genel Müdürü ile yapılan mülakat hakkında kısa bir açıklama yapıldıktan sonra 
mülakat sorularına geçildi. Mülakatin sonunda araştırma bulgularının zaman içinde 
kendilerine iletileeeği de belirtildi.
S - Türkiye mobilya sektörünün genel batlarıyla bir profilini çıkartabilirmisiniz? Tipik 
karakteristikler nelerdir?
C - Onee üretimden başlamak benee daha doğru olur. Bu sektörün tarihine bakarsaniz, orijini 
marangozluğa kadar gider. Yani emek-yogun dediğimiz calismalar sonucu bizim mobilya 
adini verdiğimiz ürünler zamaninda uretilinnis. Aslinda halen bu tip üretimler günümüzde 
sozkonusu. Bu Siteler diye adlandirilan bölgede hali hazirda kucuk ölçekli üreticilerde 
agirlikli olarak insan gücüyle mobilya üretimi yapiliyor. Ancak tum ülke genelinde olmasada 
yavaş yavaş orta ve buyuk ölçekli hatta cok az da olsa bazi kucuk ölçekli urciicilcrdc 
otomasyon üretime doğru eğilimler var.
S - Otomasyondan kastiniz bilgisayar destekli çizim ve üretim sistemlerimi?
C - Tam olarak CAD/CAM sistemleri demek doğru olmaz ama emek-yogun calismalarin 
yoğunluğunu azaltacak bilgisayar destekli olmayan üretim hatlarindan bahsediyorum. Zaten 
CAD/CAM sistemlerinin maliyetini karsilayabilecek mobilya üreticisi Türkiye’de cok azdir. 
Ama bizim su anda bir üretim hattimiz tamamiyle bilgisayar destekli üretim hattidir ve ayni 
hattan cok çeşitli urun alabiliyoruz.
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s - Tum Türkiye genelini ele alaeak olursak otomasyon üretim mi ya da emek-yogun uertim 
mi sozkonusu?
C- Yari yariya diyebiliriz. Ancak biraz once söylediğim gibi o üretim hatlarini yüksek 
teknologi urunu olarak görmemek lazim. Cogu üretici en az 15-20 senelik makinalar 
kullaniyor. Bizim gibi bazi üretim hatları yüksek teknolojiye sahip buyuk üreticiler var ancak 
bunu Tum Türkiye’ye gencileyemeyiz.
S - Ürünlerin cizimlcrini de bilgisayar desteği ile yapiyormusunuz?
C - Yeni basladik. Daha önceleri dizaynirlarimiz cizimlcri elle gerçekleştiriyorlardı. Bir sure 
once onlari ortak!ik yaptigimiz yabanci bir firma vasitasiyla bilgisayar destekli çizim 
eğitiminden geçirdik. Simdi cizimlerimizin buyuk bir çoğunluğu bilgisayar araciligiyla 
yap iliyor.
S - Üretim hatlari hakkinda biraz daha detay bilgi verebilirmisiniz?
C - Buyuk montanli üretim yapan uerticilere bakacak olursaniz, genelde 2 tip üretim hatti 
vardir. Birisi masif üretim hatti, diğeri panel üretim hatti. Panel hatlarda tamamiyle tekstilin 
kullanilmadigi ürünler üretilir. Yani mutfak, yemek odasi, yatak odasi takimlari gibi. Bu tip 
ürünlerde, dikkat edin, tekstil kaplama yoktur. Tamamiyle montaj ürünlerdir. Parçalar üretim 
hatti boyunca birbirlerine monte edilirler ve urun hattin sonunda ortaya cikar. iste yüksek 
teknolojinin daha cok kullanildigi hatlar bu hatlardir. Bu hatlarda modüler üretim cok rahat 
yapilir. Yani mutfak dolabi yapilirken kullanilan bir kapak rengi değiştirilerek ayni ebat ve 
ölçüleriyle yemek odasi takiminin dolabinda da kullanilabilir. Bakin Avrupa’daki cogu üretici
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bu hatlara insan bile yerleştirmiyor. Tamamiyle bilgisayar programlarinin yardimiyla 
üretimler gerçekleştiriliyor. Ayni hatlarda hem mutfak hem yemek hem de yatak odasi takimi 
üretmek mümkün.
S - Bir modelden diğerine geçerken vakit kaybı olmuyormu?
C - Bu tur esnek üretim sistemlerinde olsa olsa 15 dakika olur. Biraz önce bahsettiğim 
bizdcki üretim hattida bu tur esnek üretim gerçekleştirebiliyor. Ama bu durum masif hatlar 
için sozkonusu değil. Bir salon takimi duşunun, koltuklanıl ustu çoğunlukla kumaş ya da deri 
kapli. Bunlarin üretiminin panel batlardaki kadar hizli olmasi mümkün değil. Cunku isin içine 
isçilik, el emeği giriyor.
S - Pazardaki ürünler hakkinda bilgi verebilimiisiniz?
C - Eskiden popüler olan islemeli, oymali, ahşap isçiliği cok olan ürünler pazardan 
kaybolmaya basladi. Var ama eskisi kadar cok değil. Pazara hakim olan urun tipi standart ve 
modüler mobilyalar. Kullanilmadigi zaman fazla yer kaplamayan, montaji kolay ve modern 
görünümlü ürünler tercih ediliyor. Zaten su anda mobilya pazarinda en önemli hedef kitle 
gençler. Nufusun yarisini oluşturuyorlar.
S - Bu gençleri yas olarak tanimlayabilirmisiniz?
C - 25 ile 35 yas arasina giren bay/bayan herkes. Mesela yeni cikarttigimiz bir urun gnıbumuz 
var. Tamamiyle montaji kolay, modern görünümlü, kaliteli ürünlerden oluşuyor. Gelen 
istatistiklerden anladigimiz, bu urun grubumuz bu hedef kitle tarafından tercih ediliyor.
S - Türkiye genelinde sizce mobilya üretiminde yasanan problemler ve sebepleri nelerdir?
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C - Bence en önemli problemimiz üretimdeki standart eksikliğidir. Yalniz sadece bizim 
fabrika için konuşmuyorum. Cok iyi olarak bilinen firmalarda bile düzenli olarak ayni 
kalitede urun uretilemedigi oluyor. Hem de bu sik sik oluyor. Bana göre bunun sebepleri 
muhteliftir ama ilk göze çarpanlar hammaddelerdeki değişken kalite ve üretim yüksek 
teknolojinin az kullanilmasi.
S - Hammaddeyi nerelerden aliyorsunuz?
C - İthal hammadde de kullaniyonız, yerli hammadde de kullaniyoruz. Ancak ikisi arasinda 
kalite farki olduğu kesin. Örneğin, yerli 100 m  ^ yerli kereste de 20-25 m  ^ fire cikabiliyor. 
Halbuki ayni oran ithal kereste de 5 m^’ u geçmiyor. Onun için yabanci hammaddeyi tercih 
ediyoruz.
S - Bu yabanci hammaddelerin orijinleri hangi ülkeler?
C - Beyaz Rusya, Romanya, Bulgaristan, Kanada, Güney Afrika çoğunlukla tercih edilen 
ülkeler.
S - Sizce yetersiz kalitedeki hammadde ne sonuçlar doğuruyor?
C - üretimin bazi evrelerinde gecikmelere sebep oluyor. Problem cikartiyor. Piyasa mali 15 
gun içinde isterken siz satilabilecek standardta olmayan, fakat üretilmiş unınler için yeniden 
liretim yapmak zorunda kaliyorsunuz ve teslimati bayinize 1 ayda yapiyorsunuz. Bu iki sonuç 
doğurur, bir müşteri kaybettirir, iki kapasite kullanim ve planlamasinda karisikliklar dogunır. 
Bakin bu hammadde problemine ek olarak, bence cok daha önemli olan problem bilgisayarın 
mobilya üretiminde kullanilmamasi veye az kullanilmasi. Örneğin, biz az kullananlardaniz. 
Dolayisiyla pazarlama bölümümüz siparis ettiği urunun üretimin neresinde olduğunu
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göremiyor. Bunun için insanlar kendi aralarindaki iletişim ile bazi problemleri asmaya 
calisiyorlar. Simdi bir Oracle sistem kurduk. Bu sayadc üretimde kontrol artacak ve 
gecikmeler azalacak diye umuyorum.
S - Sizin için kalite ne anlam ifade eder?
C - Bizim sektörümüzde resmi bir kalite anlayisi olduğunu sanmiyoımm. Sadece herkesin 
kafasinda kalite kavrami var. Bence mobilya isinde kaliteyi etkileyen unsurlar var. Örneğin, 
beğeni. Bir diğeri biraz evvel bahsettiğimiz hammadde ya da malzeme. Bunlara ek olarak 
satis sonrasi hizmetleri de ekleyebiliriz. Fakat bizim sektörümüzde bilgisayar ya az ya da hic 
kullanilmadigi için istatistik metodlarla kalite/kontrol yapilmiyor. Ancak Oracle sistemimiz 
ile bunlari da yapmayi planliyoruz. Bu iste en önemli eksik bilgi eksikliği. Kalitesizlikteki 
sebepleri takip edemiyoruz. Sadece atölyelerde ustalar ve isçiler parcalarin sekline bakip 
ölçümler yapıyorlar. Parcanin seklinin bozuk olup olnıadigina bakiliyor. Bozuk parça üretim 
sisteminden cikarilip, düzeltilip teb'ar sisteme sokuluyor.
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